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A BETTER 
MULTIPLE 
RETORT 
STOKER 





The C-E Multiple Retort Stoker possesses important advantages of design and construction 
which are evident to those who have had the opportunity to examine it. + The character of 
its performance is revealed in the operating records of existing installations. + Translated 
into actual performance, the results of the many new features embodied in this stoker are — 


NOTABLE SMOOTHNESS AND RELIABILITY OF OPERATION * LOWER AIR PRESSURES 
EASIER AND MORE ACCURATE CONTROL OF MOVING PARTS 
HIGHER FUEL BURNING CAPACITY + IMPROVED OPERATING EFFICIENCY 
MORE EFFECTIVE ASH DISPOSAL * LOWER MAINTENANCE COSTS 


Because of these results, the performance of the C-E Multiple Retort Stoker represents a 
definite advance over present-day standards in the multiple retort stoker field. 
e . > 


Your copy of the new catalog, describing the C-E Multiple Retort Stoker, is awaiting your request. 


COMBUSTION ENGINEERING CORPORATION 
International Combustion Building « 200 Madison Ave., New York 
A SUBSIDIARY OF INTERNATIONAL COMBUSTION ENGINEERING CORPORATION 
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OR years users of insulated 
wires and cables have looked upon the Safety Cable Company as one 
of their most reliable sources of supply. @ They know the extent of the 
Safety line. They turn to SAFety because this company has always been 
ready to compete in specifications and prices on all sorts of require- 
ments. @ Today our facilities are wider than ever before. e Whatever 
your needs you can have complete confidence that Safety wires and 


cables prove their quality on the job. 


SAFETY CABLE COMPANY 


DiviSton Or GENERAL CABLE CORPORATION 
Offices 

BOSTON , PHILADELPHIA , NEW YORK , DETROIT 

SAN FRANCISCO , CHICAGO , ST. LOUIS , CINCINNATI 
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Civic Pride Has Built 





UNION METAL 


‘Twenty-two years ago, Union Metal pioneered the development of products for 
city beautification. ‘The beginning was an inexpensive rot-proof, crack-proof, 
architecturally correct fluted steel column for use on stately public buildings or 
beautiful homes. Almost simultaneously, Union Metal developed the first orna- 
mental lamp standards for “White Ways.” The outgrowth of this pioneering 
has been such brilliantly illuminated thoroughfares as Woodward Avenue, De- 
troit; State Street, Chicago; Euclid Avenue, Cleveland; and hundreds of others— 
all Union Metal. 





Next came the filling station. Curb-stone pumps and flimsy, homely structures 
were defacing beautiful streets. Union Metal designed stations which combined 
architectural beauty with utility as it never had been done before. 


MBER } 


Beautiful—tall, sturdy, stately, fluted steel poles, beautiful in appearance and so 
strong that they easily support trolley span wires, distribution lines and street- 
lighting equipment—thereby eliminating the necessity of several sets of poles 
and providing real pole economy for the utilities. 


- 12 
13 —And recently Union Metal developed its greatest contribution to the City 
13 


Mission’ 


As civic pride has increased, so has the demand for Union Metal products grown. 
This is only logical as Union Metal developments were designed to be the 
natural selection of those who desired the most beautiful. We shall be glad to 
supply information to anyone interested in the improvement of his municipality. 


Sees Fit! i THE UNION METAL MANUFACTURING CO. 
General Offices and Factory: Canton, Ohio 
Sales Offices—New York, Chicago, Philadelphia, Boston, Cleveland, 
14 | . Los Angeles, San Francisco, Seattle, Dallas, Atlanta, 
7 4 Distributors: 
it 153 GRAYBAR ELECTRIC CO., INC. 
] 54 GENERAL ELECTRIC MERCHANDISE DISTRIBUTORS 
Offices in all principal cities 
nN 158 Also Distributors of King Ferronite Standards 
16 UNION METAL 
W PRODUCTS 
Ab Fluted Steel Architectural 
165 i : Qs al , Columns. 
: Ss ‘ Fluted Steel Street Light- 
iad F : ing Standards. 
17) } Se : FLUTED STEEL PRODUCTS | Exterior Lighting Fix- 
. af a : j REG. U.S. PAT OFF tures. 
a 173 ) it >=. ‘ its i Fluted Steel Transmission 
, / ond : | y and Distribution Poles. 
18 if ~ = j ‘ Ornamental Filling  Sta- 


9 | ) is | A : : i : tions. 








Pages with the Editors 





So many requests have been received for 
back numbers of Pusiic Uriities Forr- 
NIGHTLY that again the editors are compelled 
to advise their readers that only in rare in- 
stances are back-numbers available. 

+ * 


ALL the issues up to this year, 1929, are 
cut of print,and most of this year’s are also. 
x * 


THE only way to make sure of getting 
copies is to subscribe. Our print order is 
limited to the number of our subscribers and 
to the few additional copies required for rec- 
ord and emergency use. 

+ * 

WHEN the editors looked about for the 
One Best Man to tell our readers about the 
vastly significant plans that are now well un- 
der way for bringing electric power to the 
relief of the embattled farmer, they found 
more fingers pointing to CHARLES F. STUART 
than to any one else. 

* * 

Mr. Stuart's article will be found on 
pages 141-152 of this issue; it bears the title 
“The Power Companies’ Answer to the SOS 
Call of the Farmer.” 

. * 

THE whole question of “farm relief” has 
been made such a football by some of our 
politicians that the fact has. been almost 
overlooked that “farm relief” is fundamentally 
a business and econosnie problem. 


PRESIDENT Hoover’s recently-created Farm 
Board, appointed to study the whcle situation, 
will delve into the many phases of this whole 
great subject which is of direct and imme- 
diate concern to the farmer—and which is 
becoming of greater and greater import to 
the electric power companies and other public 
utility enterprises which seem destined to 
play increasingly important roles in the 
development of our rural communities. 

* * 

InN anticipation of this development, the 
power companies a few years ago, through 
the National Electric Light Association, ap- 
pointed a Committee of its own, known as the 
“Rural Electric Service Committee,” to make 
a broad survey of the situation. 

+ * 


Mr. Stuart served several years on this 
Committee, and from July 1, 1927 to July 1, 
1929, was its Chairman. 

* * 

HE is also a member of the National Com- 
mittee on the Relation of Electricity to Agri- 
culture. 


He is the “inventor” of the famous Red 
Wing, Minnesota, experimental rural electric 
line, which was the first of its kind in the 
world, and which has been followed by 
similar experimental enterprises in twenty- 
three other States. 

* * 

Ir was the Red Wing experiment whick 
gave to both the agricultural and the power 
interests an entirely new picture of the pos- 
sibilities of electricity on the farm, and which- 
stimulated a nation-wide interest in the 
project. 

- + 

No one can ponder over Mr. Stuart's 
article without realizing what enormous 
changes may take place on the farm when 
power can be distributed in prodigal quantity 
to the farmer for the operation of his major 
machines, and at a price which will be so 
low that (as Henry Ford prophesies) “it will 
be cheaper for a man to use it than to do 
without it.” 

* * 

“THEN there was the girl who thought the 
l'orum was a physical culture magazine,” 
observes “Life.” “Wait, there’s more to this 
—she thought the Dial was a telephone book 
—and Harper's a periodical devoted to mu- 
sic. 

* - 

WELL, we know a lady who thinks that 
the ForTNIGHTLY is a prize-fighter’s maga- 
zine. 

« « 

WittramM A. PRENDERGAST, whose article 
“The Complaint Desk as a Trouble Maker,” 
appears on pages 153-155, is the Chairman of 
the Public Service Commission of New York, 
and a frequent cotributor to this magazine. 

* * 


Aaron Harpy UM, who writes on “For- 
eign Power—as a Commodity of Trade,” in 
this issue, is a newspaperman of Washing- 
ton, D. C. . 

. * 

Some of the points which Mr. Utm raises 

in his contribution give one pause. 
* . 


WirnH the increase in the production of 
power both here and abroad and with the 
gradual extension of power-lines over national 
boundaries, new problems are arising that 
enter the realms of what the Germans call 
“W elt-Politick.” 

* * 

THE time may not be far distant when the 

world will be covered with such a vast net- 
(Continued on page VIII) 
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PAGES WITH THE EDITORS (continued) 


Cwarites F. Stuart 


work of power-lines, railways, gas lines and 
other essential public utility installations that 
the destinies of nations may conceivably be 
determined by the countries that are in posi- 
tions to cut off service to their enemies, and 
that the battles of the future will be waged 
around the strategic points where power is 
created and from which it is directed. 
. . 

Mr. Utm’s article will be followed by 
others that will treat in further detail of 
some of the regulatory phases of this prob- 
lem that have arisen in the United States— 
not only in the transmission of power across 
State boundaries, but across the Canadian 
border. 

a * 

Henry C. Spurr and Francis X. WELCH 
are both—as our regular readers know— 
editors of Pusirc Utiritres FortNicHtTty. 

* * 


Wuart is the attitude of union labor to- 

ward the public utilities? 
* * 

Union labor’s views on the subject, as ex- 
pressed at various times at the meetings of 
the American Federation of Labor, as well 
as by its leaders, have been contradictory and 
difficult of interpretation. 

* * 

In the coming issue of this magazine Dr. 
Lyte W. Cooper, widely known as an author- 
ity on the economic pclicies and theories of 
the Federation, will answer this question. 

7 * 

Dr. Cooper is Professor of Economics at 
Marquette University, of Wisconsin; he has 
specialized in labor problems, and has con- 
tributed numerous articles on the subject to 
such periodicals as “Political Science Quar- 
terly,” “Quarterly Journal of Economics,” 
“Journal of Political .Economy” and other 
esteemed contemporaries. 


AmoncGc the important decisions noted jn 
the “Public Utilities Reports” secticn of this 
issue are: 

7 * 

THE necessity of considering the entire 
structure of power rates is emphasized by 
the Massachusetts Department in a recent 
decision, in which it is pointed out that it js 
inadvisable to make orders in relation to 
specific power rates without considering the 
general structure. (See page 1). 

+ * 


THE report by the special Master in the 
Plainfield-Union Water Company Case ap- 
pears on page 3. In additior to rulings in 
regard to the usual valuation elements, the 
Master deals with the question of funds de- 
posited with a utility when it is requested to 
extend mains to assist community development. 

* + 

THE proper method of determining whether 
revenues justify the continuance of service 
is involved in a decision by the South Da- 
kota Commission. (See page 32). The Com- 
mission sustained a complaint by a civic 
organization against railroad service. 

* . 

THE revision of a balance sheet, without 
authorization from the Commission, so as to 
reflect a valuation by an engineering firm 
is not in conformity with the uniform sys- 
tem of accounts, according to a ruling by 
the California Commission. (See page 43). 
The Commission approved a transfer of 
utility properties but made directions as to 
proper accounting. 

* * 

FOLLOWING a decision in the Plainfield- 
Union Water Company Case against the con- 
tentions of the New Jersey Board, the point 
was raised whether cost could be awarded 
against the Board. The United States Cir- 
cuit Court of Appeals has ruled that the 
Board is an unincorporated group of public 
officers against which cost could not be 
charged. (See page 50). 

* : 


Tue United States Supreme Court has 
held that although an interstate railroad 
must obey a state statute directing it to 
apply to the Commission before discontinu- 
ing train service, the railroad should not be 
exposed to severe and unreasonable penalties 
prescribed by a state statute. (See page 52.) 

a + 


THE futility of attempting a comparison of 
contracts fixing rates for service between 
utilities is pointed out by the Washington 
Department of Public Works in a case in- 
volving the rates of the Pacific Power & 
Light Company. Some of the important 
features involved in determining rates to be 
charged under a contract are discussed. (See 
page 55). 

* + 
THE next number will be out August 22d. 
—TueE Epirors. 
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Prest-O-Lite Is The 
Modern Blow-Torch 


... Instantly ready, simply turn on 
the gas and light it . . . no lost motion 

. operates unfailingly and efficiently 
in any kind of weather, inside or out 
of doors . . . Moderate initial cost and 


NO MATTER WHAT THEY 


economical— wastes no fuel between 
jobs — lasts indefinitely. 


Prest-O-Lite torches fit every blow- 
torch need—do every heating, brazing 
or soldering job quicker, easier, better 
and at lower cost. 


’Phone the Prest-O-Lite Gas Dis- 
tributor about this equipment or write 
us direct for complete information. 


ahaa eee ee 


Prest-O-Lite is 
available every- 
where. Anyone of 
15,000 Prest-O-Lite 
Exchange Stations 
can supply you 
quickly with a full 
tank. 


.O Lite 
Pe" CAS 


HE PREST-O-LITE COMPANY, Inc. 


ARE, THERE ARE ARCO 
PROTECTIVE PRODUCTS 
TO ASSIST YOU IN OVER- 
COMING THEM .. . PER- 
MANENTLY. MANY OF 
THE ALMOST 7,000 ARCO 
PAINT PRODUCTS WERE 
PERFECTED ESPECIALLY 
FOR MAINTENANCE PUR- 
POSES. AND WE HAVE 
A STAFF OF EXPERI- 
ENCED MAINTENANCE 
ENGINEERS ALWAYS AT 
YOUR SERVICE. CALL 
ON US AT ANY TIME. 


THE ARCO COMPANY 
CLEVELAND OHIO 


In Canada—The Arce Ce., Led, 
Terento, Ontarie 


Branches and Warehouses in Principal Cities 


(218) 


Unit of Union Carbide and Carbon Corporation 
NEW YORK, N. Y. SAN FRANCISCO, CAL. 
Brbide and Carbon Bldg. Adam Grant Building ; 
CANADA: The Prest-O-Lite Company of Canada, Ltd., 


Toronto Paints - Varnishes - Enamels - Lacquers 
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Accomplished | 


Industrial Units 


HM ByllesbyanaCo. 


by Large 


HE advantage to the consumer of 
large industrial units is exemplified 
in the electric light and power industry 
. Through the holding company 
plan great plants and transmission 
systems have been built which have 
brought service to 4,000 additional 


communities in the past 5 years... 
In this-period electricity was supplied 
to at least 7,000,000 additional homes 

. While the general price level of 
commodities remained high, the price 
of electricity to the consumer was 
sharply reduced .... Only by large 
corporate and operating units could 
these results have been accomplished 
...» The gas industry, also, is an obvious 
demonstration of mass production 
and distribution . 


Investment Securities 


2958 


SOUTH LA SALLE 
New York - Boston - Philadelphia - Pittsburgh - Providence . Detroit - 











As underwriters, wholesalers and dis- 
tributors of investment securities we have 
been identified with the financing of eiec- 
tric and £45 companies for more than 25 
years. Our services also include the financ- 
ing of various industrial enterprises, high- 
way bridges, railroads and municipalities. 


STREET CHICAGO 
Minneapolis - St. Paul - Des Moines « Kansas City 
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Reminders of a M4 pe Priest Notable Events 
Coming Events Utilities A Mac and Anniversaries 








TA | The “Stourbridge Lion,” (made in England), the first steam railroad engine to run 


; on tracks in the U. S., traveled from Carbondale to Honesdale, Pa., 1829. 





F | JOHN T. CLARK became the “first railroad passenger conductor” in the North when 


! he was selected to officiate on the DeWitt Clinton train’s “‘exhibition excursion,” 1831. 





An enterprising ship owner in Athens advertised “special rates” to the Colossus of 


Rhodes, thus establishing his office as one of the first tourist agencies, 280 B. C. 





ROBERT FULTON’S steamboat, the “Clermont”? made its historic journey up the 
Hudson river from New York city to Albany, 1807. 





The Public Utilities Act, authorizing the creation of the Public Utilities Com- 
mission of the State of Colorado, became effective; 1914. 





The radio utilities received an impetus in the United States when the Act was passed 
to license radio operators and transmitting stations, 1912. 





A world’s record in travel was hung up when the Hamburg-American steamer 
“Deutschland” crossed from New York to Plymouth in 5 days, 11 hrs., 45 min.; 1900. 





to the ships of the world, linking the Atlantic and Pacific; 1914. 








THOMAS WRIGHT obtained the first patent on an arc light, 1845, The first com- 
mercial installation of an electric light was in an English lighthouse, 1862. 





The presidents of 17 railroads were summoned to the White House by PRESIDENT 
WILSON in his efforts to avert a strike by the brotherhoods, 1916. 





An airplane express service from coast to coast, carrying packages up to 50 pounds, 
was announced by the American Railway Express Co., 1927. 











The first practical electric railway car was operated by SIEMENS in Germany; the 
motor hauled 18 persons in three trailers over a one-third mile track; 1879. 





Tu The temple of the Oracle of Delphi was erected over a spot where natural gas 


emanations caused persons to talk as if inspired by the supernatural, 1263 B.C. 





| 
! 
| 
| 
| 
| 
} 
| 
| 
| A new era in transportation was ushered in when the Panama Canal was thrown open 
| 
| 
| 
| 
| 
| 
| 


W J. P. MORGAN’S syndicate purchased the Chicago, Great Western Railroad for 
$12,000,000, 1909. First telephone exchange in Texas opened at Galveston, 1879. 





“No utility can thrive unless it has the good will of its public and no 
community can prosper unless it is adequately and uninterruptedly served 
. GO by its utilities.” ee 
—Louis L. Emmerson, Governor of Illinois 
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Drawing by Abell Sturges 


Judicious handling of the customer at 
complaint desks is cutting down his job 


Eight years ago, Chairman WILLIAM A. PRENDERGAST 

of the Public Service Commission of New York re- 

ports 18,046 informal complaints against utilities were 

received by his office; last year only 7,488 rate- 

payers rose to protest. Utility employees are becom- 
ing diplomats, is his explanation. 


—See Pace 153 
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The PUBLIC UTILITIES AND THE PUBLIC 


E have already noticed in 
these pages a decision of the 
Pennsylvania court of com- 


mon pleas sustaining the right of a 
Philadelphia electric utility to sell 
merchandise. Recent comments on 
this decision appear to indicate that 
the case, while unquestionably an im- 
portant development in the law re- 
garding ‘the sale of merchandise by 
utilities, is not to be applied beyond 
its obvious limitations. 
Notwithstanding the fact that this 
suit was brought by the attorney gen- 
eral to compel the utility to cease 
from activity which he deemed to be 
beyond the scope of its corporate 
charter, and the complaints moving 
the attorney general to take such ac- 
tion were made by a private dealer in 
electric appliances, the decision of 
the court plainly regards public con- 
venience and necessity as the chief 
issue and the question of the commer- 
cial rights of competing dealers was 
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looked upon as a subordinate matter. 

Trade publications of the electrical 
industry point out that the decision 
failed to settle the question of wheth- 
er a power company has the right to 
engage in the manufacture of elec- 
trical equipment. They seem to think 
that the opinion of the court does not 
pass upon those selling practices of a 
utility which might be deemed unfair 
competition with private dealers. In 
other words, the question of whether 
the utility, by using the commercial 
advantages peculiar to its financial 
structure such as credit and resources 
to finance long payment sales of ap- 
pliances which are bought in bigger 
lots at considerable savings as com- 
pared to private dealers, can freeze 
out and ruin other dealers is a matter 
upon which the court was silent. 

The Electrical World in an edi- 
torial states: 


“There is nothing in this decision 
it would seem that should give com- 
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fort to the utility or discouragement 
to the independent trade in any com- 
munity where questionable trade 
passages are in dispute. It merely 
affirms the right—not the responsi- 
bility—of the utility to sell to the 
public those appliances which are 
essential to the enjoyment of its 
service.” 

Speaking of this decision the 
American Telephone Journal Teleph- 
ony says: 

“The same general principles may 
be said to apply to the telephone in- 
dustry, in which manufacturing and 
merchandising allies of the Bell sys- 
tem are busy trying to sell equipment 
and supplies to operating companies 
in both groups. The New England 
Telephone & Telegraph Company 
formerly set up an arrangement 
whereby local companies in New 
Hampshire purchased equipment 
from Bell sources, but this practice 
was discontinued the first of this 
year. Its prudent discontinuance 


was due to the trouble brewing in the 
power industry over a similar situa- 
tion. 

“As said before, withdrawal of this 
arrangement was a step in the right 
direction. Not only the cconomics, 
but the politics of the situation, make 
it advisable that Independent tele- 
phone companies should buy from 
Independent manufacturers and sup- 
ply dealers.” 


It is interesting to note that the pri- 
vate dealer involved in this case has 
filed a complaint now pending before 
the Federal Trade Commission ob- 
jecting to alleged unfair competition 
by the utility. This seems to be the 
most proper tribunal for such a com- 
plaint and it will be of interest to all 
to find out what disposition is made 
of the cause. Already there is re- 
ported a movement afoot in Congress 
to investigate this and other phases of 
the merchandising controversy. 


The Indiana Commission Rescinds a Valuation Order Based on 
the Original Cost 


N October 24, 1928, the Indiana 

Commission approved an order 
outlining procedure to be followed in 
the petition of the Central Indiana 
Power Company and other Indiana 
companies to consolidate certain 
power and railway properties. The 
order included the following pro- 
vision : 

“As to the interurban, motor bus, 
and street railway properties in- 
volved, the Commission will consider 
only valuations based upon the orig- 
inal cost. Appraisals on the basis 
of the cost of reproduction for the 
transportation properties would re- 
sult in valuations too high to be used 
as the basis for any issuance or ex- 
change of securities. The historic 


132 


cost of utility property of this kind 
certainly ought to be a sound basis 
for consideration of this cause, repre- 
senting as it does the actual money 
invested in the property. Appraisals 
on the cost of reproduction basis re- 
flecting only present day prices would 
be far in excess of the actual money 
cost of the property. The Commis- 
sion within the last few months has 
had an appraisal made of certain in- 
terurban property with the result 
above indicated.” 


More recently Commissioner Ellis 
has issued, as a result of the O’Fallon 
decision by the United States Su- 
preme Court, an order rescinding the 
above passage. Commissioner Ellis’ 
latest order in which the other In- 
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diana Commissioners concurred 


states : 


“The declaration that the Commis- 
sion will consider only valuations 
based upon the original cost of the 
interurban, motor bus, and street 
railway properties obviously is not 
in harmony with decisions of the Su- 
preme Court of the United States 
which must be regarded as control- 
ling in the valuation of public utility 


property, particularly the recent de- 
cided O’Fallon case. In order to ar- 
rive at a legal valuation in a matter 
of this kind, it is necessary to con- 
sider all pertinent evidence as to the 
value of the property involved, in- 
cluding evidence as to the cost of 
reproduction and the cost of repro- 
duction depreciated. The O’Fallon 
case makes this very clear.” 


Re Central Indiana P. Co. No. 9499. 


& 


A Commission Cannot Control a Rate Reduction by a 
Municipal Utility 


Bb ben interesting controversy be- 
tween a municipal electric utility 
of Jamestown, New York, and the 
Niagara, Lockport & Ontario Power 
Company, concerning rates in the city 
of Jamestown, appears to be over, 
temporarily at least, as a result of 
the recent action of the New York 
Public Service Commission denying 
the motion of the company for re- 
hearing on the order of the Commis- 
sion made June 5th, dismissing the 
complaint of the company as to the 
rate reduction announced by the city. 

Both of these utilities furnish elec- 
tric service in Jamestown. When the 
municipal utility announced its gen- 
eral reduction some time ago the com- 
pany protested that the Jamestown 
charter provided that the city’s rate 
schedule should provide for an 
amount of revenue not less than the 
cost at the place of delivery. 

The private company set forth that 
various elements of actual cost are 
not borne by the municipally operated 
plant, and it contended that the rates 
of both the present and proposed 
schedules are in violation of the char- 
ter’s provisions. 

The city contended that even if 


the rates were less than cost the mat- 
ter would not be within the jurisdic- 
tion of the Commission, and that the 
charter of the city of Jamestown con- 
stitutes a special act of the legislature 
and was enacted subsequent to the en- 
actment of the Public Service Com- 
mission Law of New York state 
and must be deemed to have re- 
pealed the general law in so far as it 
concerns regulation of rates charged 
by the city for electricity. 
Commissioner Pooley writing the 
memorandum to the Commission’s or- 
der of June 5th pointed out that none 
of the provisions of the Public Serv- 
ice Commission Law were repealed by 
the charter of the city of Jamestown. 
He declared that the two statutes 
were not in conflict and that even if 
they were, the conclusion that the 
Public Service Commission Law was 
repealed by the 1923 charter of the 
city was not justified since the pro- 
visions of the charter with respect to 
rates appeared to be simply a re-enact- 
ment of similar provisions contained 
in a previous charter effective prior 
to July, 1907, when the original Pub- 
lic Service Law became effective. 
Commissioner Pooley refused to 
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agree, however, with the contention 
of the company that the proposed rate 
of the city being less than cost and 
constituting a violation of the charter 
was, therefore, subject to the juris- 
diction of the Commission to investi- 
gate and prescribe just and reasona- 
ble rates. 

The Commissioner took the posi- 
tion that notwithstanding the alleged 
violation of the charter certain mat- 
ters were beyond the jurisdiction of 
the Commission. The memorandum 
written by the Commissioner in this 
decision states : 

“While it is probable that the vio- 
lation of law asserted in this case 
does not come within purview of the 
general law, it is unnecessary to de- 


cide that question here, for even if 
the Commission should, after an in- 
vestigation, determine that rates 
charged or proposed to be charged by 
the city, in effect violate provisions 
of the charter and, therefore, consti- 
tute a violation of a provision of law 
any rate or charge prescribed by the 
Commission as just and reasonable 
thereafter to be charged would, un- 
der § 72, Public Service Commission 
Law, be a maximum only and no 
power appears to have been lodged 
in the Commission to enforce the 
collection of maximum charges or to 
prohibit action by making lower rates 
effective. It would seem in these cir- 
cumstances that the question might 
better be determined in an appro- 
priate taxpayers’ action. The protest 
filed herein will, therefore, be dis- 


missed.” 


The Difference Between a Consolidation and a Merger 


We is the difference between 
“merging” and “consolidating,” 
if any? The Maine Commission has 
recently given an interesting discus- 
sion of this elusive technicality in its 
opinion in the Eastport Water Com- 
pany consolidation proceeding al- 
ready mentioned in these pages. The 
Commission says: 


“The process by which it is sought 
to combine these several corporations 
into one has been generally referred 
to as ‘consolidation’ proceedings; 
the evidence shows that the stock- 
holders voted to ‘merge and consoli- 
date with Maine State Water and 
Electric Companies’; counsel on both 
sides have frequently used the terms 
‘merge’ and ‘merger’ throughout 
their discussion of the case, and our 
statute uses the expression ‘merge or 
consolidate.’ 

“The consolidation of corporations 
strictly speaking contemplates and 
results in a dissolution of the con- 
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stituent companies and the formation 
of a new corporation. (Scheidel 
Coil Co. v. Rose, 242 Ill. 484, 90 N. 
E. 221.) 

“A merger is generally said to ex- 
ist where one of the constituent com- 
panies remains in being absorbing, 
or merging in itself all the other 
constituent corporations. Such a 
merger, however, is often properly 
termed a consolidation. These pro- 
ceedings do not seem to us to fall 
within the strict rule either of merger 
or consolidation, although partaking 
to some extent of the essential ele- 
ments of both. (Re Bangor R. & 
Electric Co. P.U.R.1925E, 705.) 

“Courts have sometimes held, how- 
ever, that the results of consolida- 
tion are somewhat dependent upon 
the wording of the statute, and that 
as a general rule consolidation dis- 
solves the original corporation in- 
volved and creates a new one, but if 
the legislature simply authorizes con- 
solidation the general rule applies.” 


Re Eastport Water Co. U-1046 et al. 





as @© 2 amet. oe eth eee lUuceeelceelCUhlkelCUe CU 


PUBLIC UTILITIES FORTNIGHTLY 
A Cleveland Gas Utility Must Ask a Commission’s Consent to 


Discontinue Service 


I" appears at this writing that the 
city of Cleveland has won another 
round in its battle to prevent the East 
Ohio Gas Company from discontinu- 
ing service as a result of a rate dis- 
pute. Judge Vickery of the Cuya- 
hoga county court of appeals has held 
that the company could not close its 
mains without first obtaining permis- 
sion of the Public Utility Commission 
of Ohio. The opinion specifically 
sustains the constitutionality of the 
Miller Act which requires utilities in 
that state to obtain consent of the 
state Commission before abandoning 
service. The decision made perma- 
nent the injunction which the city had 
secured in the common pleas court to 
prevent the East Ohio Company from 
carrying out its threat to discontinue 
service. 

The company had contended that 
the so-called Miller Act was uncon- 
stitutional in that it purported to im- 
pair the contractual obligations of an 
agreement entered into before the 
passage of the law. The court said: 


“The Miller Act was in keeping 
with the general trend of the public 
thought upon this question. If you 
recognize the monopoly and the 
crowding out of all competitors, there 
must be some way in which the pub- 
lic may be protected, otherwise the 
public will be subject to what Jus- 
tice Stone of the United States Su- 
preme Court said, be compelled to 
yield to an unconscionable contract 
because of their utter inability to 
cope with the utility who had the very 
necessities of life in its control and 
refused to contract with the public, 


e 


no matter how urgent the need, un- 
less it could have its own price, and 
they could make that price so high 
that it would be inimicable to the in- 
terest of the people who were com- 
pelled to yield to their exactions.” 


The company also took the position 
that a certain section of the contract 
which it had with the city provided 
for the withdrawal of its services ir- 
respective and in spite of the Miller 
Act. The court ruled that this clause 
had no such effect stating: 

“In other words, if the legislature 
has seen fit, under the broad power 
known as the police power, in order 
to regulate the utilities in the inter- 
est of the health, comfort, and con- 
venience of the people, to impose cer- 
tain restrictions upon the discontinu- 
ing of service of a utility, can that 
legislative act be defeated by a con- 
tract between the contracting parties ? 
We think not, and we think the su- 
preme court of Ohio has recently 
spoken upon that question.” 


Cleveland’s gas rate war has drawn 
the attention of Akron, Youngstown, 
and other northern Ohio cities who 
also have been seeking lower rates, 
and the matter is expected to be car- 
ried to the state supreme court for 
final decision which is expected to de- 
termine the future policy of these 
cities. The matter was taken to 
court when the company threatened 
to shut off gas from 200,000 Cleve- 
land consumers when the city failed 
to accept an increase in rates from 50 
to 55 cents a thousand cubic feet. 


Cleveland v. East Ohio Gas Co. Nos. 9976, 
9979. 
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The West Virginia Commission Announces a Change of Policy 


A VERY important development in 
the regulation of public utilities 
has taken place in the state of West 
Virginia as a result of the decision in 
1927 of the highest court of that state 
reversing the position of the Commis- 
sion with respect to the policy of the 
state towards competition between 
utilities. Prior to that decision, West 
Virginia was usually regarded as one 
of that small group of states which 
favors and encourages competition 
rather than the guarding of their 
monopolies in the rendition of public 
utility service. 

Most state statutes empower Com- 
missions to prevent unnecessary du- 
plication of plants and facilities and 
unjust burdens upon the public result- 
ing from ruinous competition between 
public service corporations, but no 
such provision existed in the West 
Virginia Act. The question of the 
number of utilities engaged in public 
service in any community appeared to 
be left entirely within the municipal- 
ity or other political subdivisions 
from which franchises must be ob- 
tained. It did not seem that the Pub- 
lic Service Commission had anything 
to say about the question. 

The facts of this important case are 
comparatively simple. Two indus- 
tries at Huntington, a brick and tile 
company and a china manufacturing 
company, respectively, were receiving 
service from the Huntington Devel- 
opment & Gas Company which fur- 
nished gas at 26 cents per thousand 
cubic feet. Both of these companies 
desired also to take the service of the 
United Fuel Gas Company because 
of its lower rate, namely, 21 cents per 
thousand cubic feet. The two utili- 


ties were competitive but their capital 
stock is controlled by a common own- 
er, the Columbia Gas & Electric Cor- 
poration, which is not engaged in any 
public service business. 

The two industries did not deny 
that they were being served a rea- 
sonably sufficient supply of gas by the 
Huntington Company, nor did they 
claim that the United Company could 
render them any better service. They 
simply applied for the purpose of 
getting gas at the lower rates offered 
by the United Company. It was also 
established that the United Company 
was in a position to serve the indus- 
tries, its lines running alongside the 
plants and factories of the latter. 
Both gas companies asked that the ap- 
plication for service be dismissed. 

The Commission by a majority 
vote decided that it did not have ju- 
risdiction to deny the application for 
service. Whereupon the gas com- 
panies carried the case to court. The 
supreme court of appeals, however, 
reversed the Commission by a three 
to two vote. The majority opinion 
declared : 


“It is very manifest, from the 
state and Federal statutes on the sub- 
ject, that the principal purpose of 
all Commission regulation of public 
service corporations is to require uni- 
formity in rates, prevent unjust dis- 
crimination in rules and practices by 
them, and unnecessary duplications 
of plants and facilities, and unjust 
burdens upon the public resulting 
therefrom, or ruinous competition 
between persons and corporations 
employed im the public service; 

” 


The Commission filed a very care- 
fully prepared petition for rehearing, 
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pointing out among other things that 
the court had repeatedly held previ- 
ously that the Commission is limited 
to the powers conferred by statute; 
whereas, in its latest opinion the 
court had read into the statute, by im- 
plication only, a power in the Com- 
mission to relieve the public service 
corporation from the performance of 
one of its fundamental duties; there- 
by usurping to the court a legislative 
function contrary to the constitution 
of the state. 


Nevertheless a rehearing was re- 
fused by the court. 

In obedience to this mandate the 
West Virginia Commission just re- 
cently has rendered an opinion and 
order dismissing the application of 
the industries involved for service. 
The announcement completes the re- 
versal in the policy of utility regula- 
tion in West Virginia which now pro- 
tects utility monopolies. 


Huntington Brick & Tile Co. v. United 


Fuel Gas Co. Case No. 1793. 


A Municipal Street Railway Is Permitted to Abandon 


Suburban Service 


id is rarely that a utility operated by 
a municipality is required to apply 
to the Commission for authority to 
discontinue service. Yet, such a sit- 
uation has arisen in Arizona where 
the municipal street railway of Phoe- 
nix has recently made application to 
abandon its service in Maricopa 
county outside the corporate limits of 
the city of Phoenix. 

The evidence taken before the Ari- 
zona Commission shows that ever 
since the street railway system has 
been taken over by the city the line 
in question, known as the Orange- 
wood street car line, had been oper- 
ated at a loss. 

The Commission decided that the 
duty of a municipal corporation in no 
matter what capacity it functions is 
primarily to its own citizens. While 
it may legally engage in the opera- 
tion of a transportation system, such 
operation is justified only when it is 
for the benefit of the citizens of the 
municipality. Such a system is oper- 
ated by a municipal corporation for 


the purpose of serving the conven- 
ience of its own citizens and it is im- 
perative that it earn a return upon 
the amount of money invested in the 
transportation system. But when a 
municipal corporation leaves its cor- 
porate limits and enters the field of 
operation as a public service corpora- 
tion, it is bound by the same rules 
and requirements which pertain to 
privately owned public service cor- 
porations with the additional neces- 
sity of preventing such operation 
from becoming a burden financially 
or otherwise upon its tax-paying citi- 
zens. 

The Commission also pointed out 
that if the suburban area served by 
the Orangewood line were to annex 
itself to the city of Phoenix, an en- 
tirely different view would present 
itself. However, under the situation 
the Commission felt obliged to au- 
thorize the abandonment sought. The 
opinion stated: 


“It is true that a municipal cor- 
poration could not be criticised for 


137 





PUBLIC UTILITIES FORTNIGHTLY 


operating utilities for the service of 
suburban areas lying adjacent to the 
limits of the corporation, so long as 
the revenues received from such 
suburban operations are equal to the 
expenditures made by the municipal 
corporation in the suburban area, but 
neither the governing body of the 
municipal corporation, nor this Com- 


mission, as the agency of the state 
government, possess the power and 
authority to impose upon the tax- 
payers of the municipal corporation 
the expense of operating a utility 
in the suburban area at a financial 
loss.” 


Re Phoenix, Decision No. 4816, Docket 
No. 3572—R-347. 


The Dartmouth College Case Again; Can a State Control 
Its Corporations as It Sees Fit? 


ye a state control its corpora- 
tions exactly as it sees fit? Ever 
since the historic Dartmouth College 
Case, the states have been particu- 
larly careful to include in the char- 
ters of all new corporations they 
create a clause retaining in the state 
the right to amend, alter, or repeal 
any or all of the charter. Laymen 
often hear their lawyers refer to the 


Dartmouth College Case as a land- 
mark in the development of corpora- 


tion and constitutional law. As a 
matter of fact this case brought out 
some very interesting facts. They are 
interesting to the lawyers and to the 
laymen alike. 

Back in 1769 the British King, 
George III, granted a charter to a 
dozen trustees to found a college 
somewhere in the vicinity of the pres- 
ent site of Hanover, New Hampshire. 
According to the terms of this grant, 
these men had the right to choose 
their own successors, which were to 
controb forever the college. In 1816, 
the college was already in operation. 
The various departments of the insti- 
tution had been constructed, funds 
had been solicited, lands had been ac- 
quired, and classes had even been 
graduated. 

In that year the legislature of New 


Hampshire passed an act attempting 
to change the college into a university 
and to add nine new members to the 
board of trustees, as well as to create 
a new board of overseers to have au- 
thority coextensive with the trustees. 
Furthermore, the members of both 
boards were to be appointed by the 
governor of the state. In other 
words, the intention of the legislature 
was to have the state take over the 
control of Dartmouth College. 

But the old board of trustees re- 
sisted this invasion of their colonial 
grant, and refused to accept the new 
charter. The New Hampshire legis- 
lature thereupon passed another stat- 
ute making it a penal offense for any 
person to act as an officer of the in- | 
stitution except in accordance with 
the terms of the proposed new char- 
ter. 

A treasurer was appointed by vir- 
tue of the statutory authority dele- 
gated by the new statute who forcibly 
took possession of the records. 
Whereupon, the old board of trustees 
brought suit to recover the books. 
The alumni of the college were up in 
arms over the situation, and its most 
distinguished son, Daniel Webster, 
carried the case to the Supreme Court 
in Washington. There it attracted 
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the attention of the lawyers through- 
out the country as being one of the 
most important cases ever to come 
before that tribunal. It was Web- 
ster’s contention that the acceptance 
by the original board of the colonial 
charter had constituted a contract. 
The Federal Constitution provides 
that no state shall impair the 
obligation of contract. Therefore, 
the state of New Hampshire, subse- 
quent to the confirmation of this 
agreement in 1769, could not change 
the charter. The whole court sus- 
tained Webster’s position, Chief Jus- 
tice John Marshall and Justices 
Washington and Story writing sepa- 
rate opinions. 

By virtue of this decision it became 
the established law that a charter 
once it was accepted could not be 
changed except by the consent of the 
corporation involved. The effect of 
the decision was a waive of resent- 
ment which swept over the country 
somewhat similar to the reaction 
caused by the Dred Scott decision in 
later years. Lawyers and laymen 
alike felt that something was wrong 
when a corporation could do just as 


it pleased in spite of the sovereign 
state merely because its grant was 
senior to the states’ attempted control. 

State legislators everywhere set 
about getting around the Dartmouth 
College Case. They did this by in- 
serting the clause already mentioned 
in all new charters. The power of 
the state to alter, amend, or repeal 
thus retained in the charter itself, was 
sustained by the courts and today it 
is fairly safe to say that the state can 
control its corporations as it sees fit 
subject, of course, to other reason- 
able limitations of law. 

Discussion of the Dartmouth Col- 
lege Case was recently made in the 
decision of the Ohio court of appeals 
requiring the East Ohio Gas Com- 
pany to apply to the Commission be- 
fore discontinuing service. The case 
has also been discussed freely in con- 
nection with the current water power 
controversy in Maine. The Dart- 
mouth College Case, however, is a 
little history that a well informed 
American citizen might well know 
regardless of its connection with util- 
ity law. It ranks with the Dred Scott 
decision as a judicial landmark. 


Complaints Against Unpalatable Water Supply Are Justified 


| ew because water tastes bad or 
looks bad or smells bad, that 
doesn’t necessarily prove that it is 
unhealthy or unfit for human con- 
sumption. Nevertheless the New Jer- 
sey Commission has ruled that water 
patrons may reasonably expect palat- 
able water regardless of the fact that 
it may be free from injurious bac- 
terial infection. 

Testimony in a recent proceeding 


started by certain municipalities com- 
plaining against the Middlesex 
Water Company indicated objection- 
able features in the water supply. 
Specimens of water showed a brown- 
ish color as well as an unpleasant 
oily taste and odor. These conditions 
were not constant but were frequent 
enough to form the basis of a pro- 
test on the part of the municipalities 
against any modification of the 
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Board’s order requiring the construc- 
tion of a transmission main from a 
more palatable source. The Board 
said : 


“All of the chemical analyses, how- 
ever, indicated that there was noth- 
ing injurious to health and in many 
instances the water was free from 
the objectionable features complained 
of by the municipalities. The com- 
pany likewise offered numerous ex- 
hibits of its own tests which were 
similar in effect to those offered by 
the State Board of Health chemists. 

“Tt is evident that the complaint 
with relation to the quality of the 
water is properly made; regardless 
of the fact that it may be fit for 
human consumption, water should 


be reasonably palatable and free 

from color, but whether this condi- 

tion should require the construction 
of the transmission line from Oak 

Tree to Carteret, which was designed 

to increase the supply, is a debatable 

question.” 

This holding would seem to indi- 
cate that where complaints are made 
simply against the palatableness of 
the supply, the relative necessity for 
and cost of a substitute supply will 
be weighed by the Board. Where, 
however, there is evidence that a 
water supply is injurious to health, 
the expense of a substitute supply 
cannot be questioned. 

Re Middlesex Water Co. 


Uncle Sam Issues an Official Stamp of Approval of the 
“Electrical Wizard” 


| is announced that a new 2-cent 


postage stamp, commemorating 
the fiftieth anniversary of the first 
incandescent lamp made by Thomas 
A. Edison, is now in circulation. At 
smaller postoffices these will probably 
be available only when specially or- 
dered by the postmaster. 

The new stamp is the same size as 
the 2-cent ordinary stamp, 75/100 by 
87/100 inch, and is printed in red 
ink. The central design is a picture 
of the original lamp with rays issu- 
ing therefrom. Immediately above 
and partly encircling the lamp is a 
ribbon with the words “Edison’s 
First Lamp;” above this and reaching 
the top of the stamp is a semi-circular 
panel with the words “United States 
Postage” in white Roman letters. In 
both upper corners are ribbon scrolls 
with the year “1879” at the left and 
“1929” at the right. On either side 


of the lamp and through the rays of 
light appears the following legend: 
“Electric Light’s Golden Jubilee.” 
The white numeral “2” appears in 
both lower corners within dark cir- 
cles, which are connected by a dark 
panel forming the base of the stamp 
and containing the word “Cents” in 
white Roman letters. 

The incandescent lamp is probably 
the greatest of Mr. Edison’s many in- 
ventions and discoveries which have 
contributed to human progress. 

Three things, however, are neces- 
sary before the public can reap the 
benefit of a scientific discovery. 
There must first be the discovery of 
the scientific principle. Second, the 
principle must be applied to a useful 
device or machine. That is the work 
of the inventor. Third, the invention 
must be made available for public use. 
That is the task of the business man. 
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THE POWER COMPANIES’ ANSWER TO 


The SOS of the Farmer 


The term “farm relief” has been bandied about so much in 
the arena of politics that some of the essentially practical 
features of the subject have been shoved into the background. 
This article outlines the vastly significant measures already 
taken and that are contemplated for placing at the farmers’ 
disposal such an abundance of power as to bring about 
changes in our economic structure of inestimable and far- 
reaching importance. 


By CHARLES F. STUART 


LATE CHAIRMAN, RURAL ELECTRIC SERVICE COMMITTEE 
NATIONAL ELECTRIC LIGHT ASSOCIATION 


LITTLE girl stood by a tele- 

phone in a booth in the great 

exhibition hall of the new 
auditorium at Atlantic City last June. 
The convention of the National Elec- 
tric Light Association was in prog- 
ress. Close by the child there was a 
toy electric train. The youngster got 
a great deal of pleasure out of tell- 
ing that train what to do. 

“Go ahead,” she whispered into the 
telephone. Then she commanded it 
to stop, then to back up, and as if by 
some miracle the toy electric train 
obeyed her every command. Remote 
control operating from sound waves, 
of course, was responsible for the fact 
that the train did what the little girl 
told it to do. 

In another part of the convention 
hall, light waves were being utilized 
to obtain similar results. These 
waves were starting and stopping mo- 
tors attached to various pieces of 
electric equipment. 


These demonstrations of the ad- 
vance of science naturally gave rise 
to speculation as to the future of 
electricity in agriculture. A distin- 
guished western farmer, who has kept 
close tab these last six years on the 
development of electricity in agricul- 
ture, stood watching the child by the 
telephone. 

“Can it be possible,” he said, “that 
some day after a comfortable break- 
fast, I can light a cigar, lean back 
in the big rocker on the front porch, 
pick up a telephone and tell ‘old iron- 
sides’ to start in plowing the south 
forty a half a mile away, and is it 
possible that the day will come when 
‘old ironsides’ will start in plowing 
and keep it up until the job is com- 
pleted ?”’ 

This sounds like a wild dream but 
is there anyone who is prepared to 
tell this farmer that that day of which 
he is dreaming will never come? 
There are other equally wild dreams 
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pertaining to the application of elec- 
tricity to agriculture which may some 
day come true and perhaps that day 
is not far distant. 

Down in Washington our states- 
men are still discussing farm relief 
but it is not possible that the most 
definite and welcome farm relief may 
come through this application of elec- 
tricity to agriculture. 


| Bape us just glance over the project 
of bringing such relief to the 
farmer from the beginning. Let us 
begin with the date January 1, 1923. 
I choose that date because prior to 
that time no serious study, no mature 
consideration had been given by any 
well organized group to the problem 
of extending electric service to the 
American farm. 

As near as can be ascertained on 
that date, only about 150,000 farms 
in the United States out of a total of 
6,371,640 were being served by elec- 
tric light and power companies. 

Not only was that number small 
but the uses to which electricity were 
being put on the farm were limited in 
the extreme; in most instances they 
were confined to a rather inadequate 
lighting system and possibly one or 
two minor appliances. 

To make the situation worse, analy- 
sis of farm business revealed to the 
power companies that most farm lines 
were disastrous business investments. 

So that was the situation January 
1, 1923. There was nothing very 
pleasant, nothing very cheerful, noth- 
ing very optimistic about it. Some 
industries probably would have come 
abruptly to the conclusion that if 
there was no money in such business 


the best thing to do would be to for- 
get about it and take on no more. 

However, the electric light and 
power companies took a rather broad 
view of the situation. It was pointed 
out that the farm population consti- 
tuted the only large remaining class 
of citizens to whom electric service 
had not been made generally avail- 
able and, conscious of the obligation 
to serve wherever possible, the Na- 
tional Electric Light Association de- 
cided not to give this problem up, at 
least not until a more determined ef- 
fort had been made to solve it. 

So there was organized the “Rural 
Electric Service Committee of the 
National Electric Light Association.” 
It was made up entirely of represen- 
tatives of power companies through- 
out the Nation. 

There was also organized the “Na- 
tional Committee on Relation of Elec- 
tricity to Agriculture,” which is a co- 
operative organization including rep- 
resentatives from farm organizations, 
agricultural colleges, power compa- 
nies, governmental departments, man- 
ufacturers, and other interested agen- 
cies. 

This put into the field two different 
organizations charged with the obli- 
gation of getting electric service to 
the farmers of this Nation, if such a 
thing were possible. These two bod- 
ies have operated harmoniously 
shoulder to shoulder through the en- 
suing years. 


.’ was apparent from the outset that 
the only possible solution lay in 
making the scattered farm customers 
much larger consumers of electric 
energy, as larger consumption would 
tend to offset sparsity of population. 
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This, however, entailed the obligation 
of showing the farmer how to use 
much more energy to his own advan- 
tage, this to be accomplished by utiliz- 
ing electricity to cut labor costs and 
increase production. 


— let us look at the picture as 
of January 1, 1929—just six 
years later. 

The number of farms served has 
leaped from 150,000 to 500,000. 

This in itself is material progress, 
but it does not tell the full story. To 
obtain the complete picture we must 
also consider the measure of service 
given on these farms. 

No longer does the farmer limit 
the use of electricity to a few lights 
and one or two minor appliances. It 
renders him a multiplicity of services. 
It pumps the water for both farm, 
home and barn, it elevates the grain, 
dries it and cools it, grinds the feed, 
mixes it, milks the cows, separates 
the cream, saws the wood, mixes ce- 
ment, shreds and husks the corn, cuts 
the ensilage, lights the hen houses, 
hatches the eggs, warms the baby 
chicks, saves the lives of the baby 
pigs, kills pestiferous insects, and per- 
forms countless other services around 
the farm. 

The use of electricity in the farm 
home also has been materially devel- 
oped. Many farms have abandoned 
their wood, gas, and coal stoves in 
favor of electric ranges. There is 
household electric refrigeration as 
well as electric refrigeration in the 
dairy. The electric iron, the washing 
machine, the ironing machine, and 
other electric household labor saving 
equipment, which for many years has 
been common in the city, is becoming 


standard equipment in the ‘farm 


home. 


ig has been pretty successfully dem- 
onstrated that electricity intelli- 
gently and liberally employed on the 
farm proves a good investment to the 
farmer. It is utilized to cut his labor 
cost and to increase his production. 

The University of Minnesota’s re- 
port on four years of electrified farm- 
ing on five farms on the Red Wing 
experimental line shows that during 
the fourth year of electrified farm- 
ing as compared with the first year, 
the gross earnings had increased 42.9 
per cent and that, after paying all 
operating expense including the 
power bill and having paid fixed 
charges consisting of interest and de- 
preciation on the total investment in 
equipment, the net earnings had in- 
creased 50.9 per cent. 

Just recently Professor Ralph L. 
Patty of the Agricultural College of 
South Dakota reported on five years 
of electrified farming on the seven- 
teen farms which make up the Ren- 
ner, South Dakota, experimental line. 
His report reflected results similar to 
those at Red Wing. 

On these seventeen farms the num- 
ber of hired hands had decreased 
only by two, but his report showed 
that these farms were doing a far 
bigger business. Their output was 
much greater though the hired help 
had been slightly decreased in num- 
ber. Undoubtedly, if this had been 
carried into a financial statement it 
would prove that electricity and elec- 
tric equipment had proven a profita- 
ble investment to these farms. The 
conclusion that electricity properly 
employed is a paying investment to 
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ment of a nation-wide project of “rural electrification.” 


electrical power for operating his major farm ma- 
in costs steadily. In 1923 only 150,000 farms were 
later the number rose to 500,000. But even the latter 
in this country. At present, only 17 states (shown by 
even IO per cent of their farms are electrified. 
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the farmer is readily affirmed by 
many individual farmers throughout 
the Nation. 


[’ would seem then that the picture 
January 1, 1929, as compared 
with that of January 1, 1923, can be 
summarized briefly into the following 
three major accomplishments : 

1. The number of farms served 
has increased from 150,000 to more 
than 500,000. 

2. The service which electricity 
renders the farmers has been ma- 
terially increased. 

3. Intelligent electrification of the 
farm factory has made it possible, in 
some instances at least, for the farm- 
er to make an actual profit out of 
electricity. 


_ leaving this picture of 

1929, it will be interesting to get 
an idea of where this figure of 500,- 
000 electrified farms is obtained and 
where these farms are. 

Last Fall, as Chairman of the 
Rural Electric Service Committee of 
the National Electric Light Associa- 
tion, I asked every state in the Union 
for a count of farms served January 
1, 1929. Returns were received from 
thirty-one states showing a total in 
these thirty-one states of 383,730. It 
is safe to say that the seventeen 
states which failed to report would 
bring the grand total over the 500,000 
mark. 

Following is the tabulation by 
states of the number of farms served. 


Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 


No Report 
No Report 


Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 


Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 


New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 


Washington 
West Virginia 
Wisconsin 
Wyoming 


Total, 383,730 


H™ is another interesting table 
showing states in which more 
than 10,000 farms have power com- 
pany service: 


California 
New York 
Washington 
Ohio 
Pennsylvania 
Wisconsin 
Indiana 

Iowa 


Total, 345,047 
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This perhaps is not a fair measure 
of accomplishment, because some 
states have many more farms than 
others, so here is still another table 
listing states in which more than 10 
per cent of the farms have power 
company service: 

Washington 

California 


New Jersey 
Utah 


Pennsylvania 

Ohio 

Wisconsin 

While definite figures have not been 
received from New England states, it 
is known that in addition to above, 
New Hampshire, Vermont, Massa- 
chusetts, Connecticut, and Rhode 
Island can be included in this list 
making a total of seventeen states in 
which more than 10 per cent of the 
farms have “high line” service. 


Bienes are various factors which 
must be included in considering 
this development throughout the Na- 
tion. 

It will be seen from the foregoing 
tables that on the Pacific coast won- 
derful progress has been made in 


reaching the farms. It should be re- 
membered, however, in fairness to 
other states, that the problem on the 
Pacific coast has been easier of solu- 
tion than in any other part of the 
United States. There are many sec- 
tions on the Pacific coast where the 
farms are small in area and close to- 
gether, which, of course, reduces the 
distribution cost per farm. In addi- 
tion to this, in many sections there 
was waiting for the “high line” an 


excellent water pumping load. This 
was in the irrigated sections. Land 
was worthless without water and 
electricity obviously constituted the 
best power for water pumping. 
Hence, in these areas a profitable load 
was waiting for the “high lines.” 
Without detracting at all from the 
splendid accomplishment attained by 
these Pacific coast states, it should in 
fairness to other parts of the Nation 
be understood that the problem was 
not nearly so difficult of solution in 
that part of the country. 


T will be seen also that there has 

been a splendid development in 
the New England states, particularly 
in the number of farms served. 
Density of population contributed 
materially to this situation. Again 
there is no wish to detract from the 
development attained by these New 
England states, but again, in fairness 
to other parts of the country it 
should be called to mind that those 
states are small in area, towns are 
close together, farms are small, and 
there usually is a considerable sub- 
urban population which constitutes a 
contributing factor in reaching the 
farms. 


I* the midwest, southwest, and 
southeastern states conditions have 
not been so favorable. In _ these 
states there are a few districts where 
irrigation is necessary. Farms are 
far more scattered, making the distri- 
bution problem all the more difficult, 
and there are always those “wide 
open spaces” to contend with. Even 
in those states, however, material 
progress has been made. 

Alabama is another 


state that 
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has been doing a wonderful job. 

Down in Texas, the “Lone Star 
State,” which boasts more distance 
and territory than any other state in 
the Union, thousands of farms are 
being connected. 

In the midwest states, Wisconsin 
and Minnesota have made most ma- 
terial progress. Wisconsin is one of 
the states where more than 10 per 
cent of the farms are already con- 
nected. Minnesota is also included 
in the list with more than 10,000 
farms connected. 

Illinois, Michigan, and Indiana are 
just a few of the other midwestern 
states in which the electric light and 
power companies have made material 
progress, and where the work is being 
carried on from day to day increas- 
ing the number of farms connected 
and the amount of service to those 
farmers. 


W: come now to the point where 
we look to the future. Do not 
imagine for a minute that the appli- 
cation of electricity to agriculture has 
been developed to its utmost. That 
which has been accomplished is laud- 
able, splendid, and wonderful but in 
truth only the surface has been 
scratched. We have taken only those 
things which were most obvious and 
applied electricity to them. We have 
been experimenting with electrical ap- 
plication to only about 25 per cent of 
the potential power on the farm. The 
possibilities of applying electricity to 
the other 75 per cent lies in the fu- 
ture. 


4 ] ‘HE work so far has been con- 
ducted largely on state experi- 
mental lines. They have served an 


excellent purpose in developing the 
more obvious, close at hand, uses for 
electricity on the farm. These state 
experimental adventures are gradual- 
ly passing out of the picture, and the 
exploration of the future probably 
will center on the “National Project” 
at College Park, Maryland, about 
twenty-five miles from the National 
Capital. Here bigger things are 
planned than anything which has been 
attempted on the state experimental 
projects. A little more than a year 
ago a group of farms was selected 
for this purpose and they already are 
properly wired and electricity is per- 
forming a multiplicity of tasks on 
these farms, mostly, however, things 
which have become quite common 
during these last six years. 

The work is not going to halt there 
however. Present plans contemplate 
entrance into the unexplored fields. 
It is probable that one farm will be 
bought or leased for a period of years 
so that investigators may have per- 
fectly free range. 


ig is proposed on this experimental 
farm that there shall be no power 
other than electric, no tractor, no gas 
engine, no horse, no mule, no ox. 
This means, of course, that the in- 
vestigators plan to attempt field work 
with electric power either by means 


of cable or storage battery. There 
has been some investigative work al- 
ready in this particular line but it has 
not proven entirely successful. It is 
the purpose, however, on the Na- 
tional Project to find a solution, if 
there is a solution to be found. Quite 
a number of inventive individuals 
have rather definite plans as to how 
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THE RISING TIDE OF “ELECTRIFIED” FARMS 


Figure I. 


States that have highline electric service, beginning with 1924. 


This graph shows the estimated number of farms in the United 


What will 


the curve show in the next 5-year period? 


all this can be accomplished and they 
are to be given opportunity to try 
out their ideas. It must be obvious 
that if an electrically motivated trac- 
tor can be devised, it would be no 
great trick to apply remote control, 
and it may not be impossible to make 
the whole operation automatic, so the 
dream of the western farmer, as he 
stood by the electric toy in Atlantic 
City, may not be so wild after all. 


’ I ‘HERE is another and quite con- 
trary phase of investigation in 


this experiment. It concerns electric 


soil treatment. 


There are those who maintain that 
this treatment possesses such poten- 
tialities that plowing may not be nec- 
essary at all, that it may be done 
away with entirely by virtue of cer- 
tain electrical application to the soil. 
If there is merit to this, it too should 
be investigated. 

Then there is insect control. 
Quite a number of agricultural col- 
leges throughout the Nation have 
been seeking information as to the 
possibilities of electricity in the de- 
struction of pestiferous insects, and it 
is the intention to try out this too, 
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either on the National Project or to 
make it possible for some agricultural 
college to try it out under local con- 
ditions and report back to the Na- 
tional Project. 

All of these things, of course, call 
for much laboratory work and it may 
be that this National Project will 
give this laboratory work to distant 
state agricultural colleges. 


— there is an individual who 
has worked out quite a compre- 
hensive scheme for the dairy. The 
cows are watered and fed by electric- 
ity and they are milked by electricity, 
and his plan is that the milk shall 
flow from the cow through refriger- 
ating equipment onto separating and 
pasteurizing equipment and into the 
bottles without even seeing the light 
of day, without ever being exposed to 
germs, and without possibility of con- 
tamination. 

That’s just another of those dreams 
which may come true. Why not? 
Much of the work on the farm is be- 
ing done today as it was a hundred 
years ago. 

Electricity revolutionized the city 
factory ; why should it not revolution- 
ize farm work? 

These dreams are offered not as a 
promise, not as a prophecy, but rather 
as little pictures which may give to 
the reader of this article the big pic- 
ture of that which lies in the future, 
of that which is to be attempted. 
They may not all come true, but at 
least they are all worthy of the most 
serious investigation and they all, at 
least, hold out limitless possibilities 
for the near future. 


N”™” we come to the part which 
regulating Commissions have 
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played and can play in this develop- 
ment. It might be said that the big- 
gest aid they have rendered is a nega- 
tive one. By this I mean that they 
have been so wise in their visions, so 
appreciative of the pioneer character 
of this work that they have aided ma- 
terially by refraining from hamper- 
ing the development by unnecessary 
restrictive regulations. 

The Commissions have realized 
that this problem of extending elec- 
tric service to the farm is a difficult 
one and cannot be solved by promul- 
gating a lot of rules and regulations. 
They have appreciated that they can 
best serve, can make the greatest con- 
tribution to the cause of getting elec- 
tric service to the farmers of their re- 
spective states, by permitting some 
degree of latitude to the power com- 
panies. And for the most part this 
is the course they have followed, and 
to my mind this policy has permitted 
this pioneer work to be done. 

This does not mean they have been 
helpful in that way alone. They have 
assisted in other ways as well. 

There were power companies and 
plenty of them six years ago which 
refused to have anything to do with 
rural electrification. In fact, there 
still are a few of them which shy at 
farm service as a horse shies at a 
blowing piece of paper. The Com- 
missions have put some pressure on 
these companies. While probably 
not in a position to force companies 
to make investments certain to result 
in a loss, they have at the same time 
wisely and diplomatically urged the 
companies in their respective states 
to take an interest in the subject of 
rural electrification and see if they 
could not work out a policy to permit 
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that class of business to stand on its 
own feet. 


i ie Commissions have shown too 
a wisdom in approving rural 
rates. It has seemed to me that the 
Commissions have not been so much 
interested in the actual form of a 
rural rate, as they have been in en- 
couraging a company to devise a rate 
for rural business. This, too, be- 
trays wisdom and foresight, for real- 
ly the important thing these last sev- 
eral years has been to get the back- 
ward companies interested, to get 
them to study the situation, and to 
get them to organize rural electric 
service departments. The Commis- 
sions have seemed to sense that in a 
short time the rates will take care of 
themselves. 


I KNOW of some instances where the 


Commissions have approved many 
different types of rural rates. Some 
of them seem to be radically different 
in character, yet the Commissions ap- 
proved one type one day and another 
type the next day. At first glance this 
might seem inconsistent, but assum- 
ing that neither worked an injustice 
to the farmer, this policy really be- 
trays wisdom. The Commissions ap- 
parently realize that once a company 
had worked out a rate devised in par- 
ticular for rural business, it would be 
poor policy and discouraging to dis- 
approve that rate, even though it 
might be awkward in its terms. The 
big idea was to get them to devise a 
rate and to take an interest in the sub- 
ject, so the Commissions have ap- 
proved many different types of rates, 
probably with the knowledge that a 
few years’ experience will result in 
the less acceptable type of rates being 


dropped in favor of those which are 
working best in actual practice. 

Hence, quite a number of different 
types of rural rates are in existence 
in a single state. Experience will 
prove which are the best and the 
others will be dropped. 


| ig is interesting to study some of 
these many forms of rates. Quite 
a number of surveys of this character 
have been made and it is usually 
found that rates which appear to be 
widely different in character usually 
end up about the same in dollars and 
cents, so that after all there is not 
much difference between them except 
as to the road they travel to reach ap- 
proximately the same goal. 

The Commissions have aided also 
in encouraging company financing of 
rural lines in total or in part. Six 
years ago practically all financing of 
rural lines was done by farmers who 
then turned the lines over to the com- 
panies. Early investigators were of 
the opinion that this was wrong in 
policy in as much as it often took all 
the farmers’ ready cash to defray the 
expense of the line and left no money 
with which to buy equipment. Under 
the new order of things, the company 
often furnishes all the money for 
financing the line leaving the farmer 
his ready cash to buy equipment. As 
the solution lies in the farmer becom- 
ing a big consumer, it is obvious that 
he must have equipment,.and that 
takes cash. Company financing, as a 
result of Commissions and other :in- 
fluences, is becoming more and more 
the prevailing policy. . 

All this does not mean that the 
Commissions have issued no orders, 
no rules, no regulations. They have 
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done that, but in most instances they 
have exercised infinite wisdom and a 
broad vision as to the future and a 
keen appreciation of the pioneer char- 
acter of the business involved and 
have tempered these rules, regula- 
tions, and orders in most instances so 
as not to hamper the development. 


HAT will be the future conduct 

of the Commissions? It is not 
for anyone in the utility field to make 
definite suggestions and recommenda- 
tions, but it is my own opinion that, 
judging the Commissions from their 
past performances, for the most part 
they are of their own volition going 
to bear down on regulation only 
where necessary, that they are going 
to leave always a reasonable latitude 
and a workable freedom. They know 
that to reach the 6,371,640 farms in 
the United States is going to entail a 
power company investment running 
into billions of dollars. I think they 
know that they will serve best by 
helping to guide this work on a safe, 
sound, conservative basis. 


gee State Commissions are 
making study of the rural con- 
ditions of the various parts of their 
respective states. These studies re- 
veal that some rural territory is by 
no means ready for electric service. 
This knowledge naturally will sug- 
gest to them that they should not 
press the companies to go into such 
territory. Other districts are ready 
and waiting, still others are suscepti- 
ble to rural electrification, but the 
farmers themselves are not yet awake 
to electrical possibilities and it must 


appear to the Commissions that it is 
not wise to press service there until 
educational work is done. 

If I might make so bold as to offer 
a suggestion to State Commissions, | 
think that I would recommend that 
each State Commission make such a 
study of its rural territory with a 
view of obtaining facts which would 
intelligently guide the Commissions. 
Such data is usually available at the 
state agricultural colleges, or can be 
obtained from some of the farm pa- 
pers which usually are rich in statis- 
tics and facts. 


I HAVE just one word to say in com- 
pleting this article. I have been 
identified with this rural work for a 
number of years and for the last two 
years as Chairman of the Rural Elec- 
tric Service Committee of the Na- 
tional Electric Light Association. 
During all that time it has been a 
gratification to find that every agency, 
which by nature should be interested 
in solution of this problem of exten- 
sion of electric light and power com- 
pany service to the farmer and his 
family, has given the most whole 
hearted co-operation. This applies to 
State regulatory Commissions, agri- 
cultural colleges, manufacturers of 
electric equipment, manufacturers of 
farm machinery, manufacturers of 
barn equipment, farm organizations, 
small town electric and farm machin- 
ery dealers, farm paper editors, small 
town bankers who were called on to 
finance equipment, and everyone else. 
The next ten years will witness al- 
most unimaginable developments. 





q What is the attitude of organized labor toward the public utili- 


ties? 


Read the next issue of Pusiic UTILITIES FoRTNIGHTLY. 
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The “Complaint Desk” as 
a ‘Irouble Maker 


By WM. A. PRENDERGAST 
CHAIRMAN, PUBLIC SERVICE COMMISSION, NEW YORK 


@ An important part of the work of our Public 
Service Commissions is the adjustment of what are 
called “informal complaints” against public utili- 
ties. It has been said that a letter and a postage 
stamp is all that is necessary to bring about a settle- 
ment through the Commissions of many disputes 
between the utilities and their customers. 


@ Chairman Prendergast of the New York Public 
Service Commission, in the following article, states 
the nature of the number of informal complaints 
received by the New York Commission. Inju- 
dicious handling of customers at the complaint 
desk by employees of the companies is responsible, 
he says, for requests for relief through the Com- 
mission. 


@ A striking fact brought out in this article is the 
rapid decrease of the number of complaints against 
utilities filed with the Commission; this, Chairman 
Prendergast says, is due to the development of 
better personal relations between the utilities and 
their customers. 


HE regulatory work of the Pub- 
Tie Service Commission of New 

York, covering the 888 corpora- 
tions, municipalities, and individuals, 
engaged in serving the public and un- 
der the jurisdiction of the Commis- 
sion as of December 31, 1928, in- 
cludes the handling of informal com- 
plaints from customers of utilities in 
all parts of the state. 


These complaints arise from vari- 
ous sources—inability to get service, 
refusal to extend distribution lines, 
charges for additional extensions, re- 
quests for extensions, discontinuance 
of service because of nonpayment of 
bills, domestic and power rates, varia- 
tion of voltage, expense of trans- 
formers and other equipment in- 
stalled, alleged exorbitant bills, mini- 
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mum charges, service interruptions, 
electrical interference with radio, and 
various other causes incidental to the 
rendering of public utility service to 
residences, stores, and manufactur- 
ing establishments throughout the 
state. 

When one considers the general 
every day use of the telephone, tele- 
graph, electric light, and gas service, 
the equipment and service used in 
transporting persons and property, in- 
cluding the yearly increasing demand 
upon auto busses as public convey- 
ances, a very good idea of this phase 
of the regulatory work of the Public 
Service Commission may be obtained. 


be Commission seeks to expedite 
adjustment of differences be- 
tween utilities and their customers as 
rapidly as possible. 

Immediately upon receipt of a com- 
plaint of any character, acknowledg- 
ment is made by the Commission with 
the advice that the complainant will 
be further advised within a short 
time. The utility is then notified of 
the nature of the complaint, its side 
of the controversy ascertained with a 
request that it notify the Commission 
what action, if any, will be taken in 
adjusting the matter. In many in- 
stances, the Commission is at once 
advised that the complaint will be 
remedied and the complainant is so 
notified. 

Personal investigation of com- 
plaints is made by the Commission’s 
staff when necessary. In some cases, 
adjustment is temporarily delayed 
because of the request of the utility 
for time to make investigation. If 
response to the Commission is not 
made within a reasonable time for in- 


vestigation by the utility, the Com- 
mission again asks that the matter re- 
ceive immediate attention. If this is 
not done, the matter is made a formal 
complaint, hearing ordered by the 
Commission, and an order made ac- 
cording to the evidence submitted 
either directing the company to satis- 
fy the complaint or dismissing it. 


A complaints except those relat- 
ing to meter tests which are 
taken up with utilities are made into 
correspondence complaints and in- 
serted in folders for convenience of 
the Commission and permanence of 
its records. This course, however, is 
not followed when a complaint is 
satisfied after the first letter is sent to 
the utility. 

There has been a very marked de- 
crease in the number of informal 
complaints which have been received 
by the Commission since its forma- 
tion in 1921. In that year, there were 
18,046 under consideration by the 
Commission and 17,471 were closed 
as satisfied except a comparatively 
small number which were made into 
formal cases for determination by 
order of the Commission. The Com- 
mission’s report for the year 1928 
showed 7,488 informal complaints 
considered in that year with 7,399 
closed. As stated in the annual re- 
port of the Commission to the legis- 
lature for the year 1925: 


“There has been a marked decrease 
in the number of informal complaints 
during the past five years, a decrease 
from 18,046 in 1921 to 9,750 in 1925, 
approximately 50 per cent. The 
greater percentage of these com- 
plaints related to service by gas, elec- 
trical, and telephone corporations, 
and all complaints have been taken 
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up with the utilities immediately up- 
on receipt. This reduction, especially 
among the gas and electrical corpora- 
tions, has been due to betterment in 
service by the utilities and continu- 
al effort and supervision by the Com- 
mission to improve standards of 
service generally throughout the 
state.” 


Bie decrease in the number of 
complaints made to the Commis- 
sion is due, without question, to the 
development of better personal rela- 
tions between utilities and their cus- 
tomers. Naturally, it is the desire of 
every utility organization to minimize 
complaints to the state regulating 
body. This is especially true in the 
corporations that serve the larger cen- 
ters of population, where especial at- 
tention is paid to customers at the 
complaint desk. In some cases, where 
complaint is made to the Commission 
after a visit by a consumer to the 
local utility, it is the belief of one 
who has been in close touch with this 
branch of the Commission work for 
over a decade that injudicious han- 
dling of the customer at the complaint 
desk by an employee is entirely re- 
sponsible for the customer filing his 
complaint with the Commission. 


rae 1921 there have been only 
approximately 200 complaints re- 


ceived by the Commission against cor- 
porations in five upstate cities serv- 
ing approximately 879,859 users of 
gas and electricity. The greater 
source of complaints outside of 
Greater New York has been small 
municipalities and rural sections of 
the state whose public utility service 
has been provided by corporations 
and utilities which have been unable 
to make extensions and look after 
service equipment in the generally sat- 
isfactory manner marking the opera- 
tion of utilities in the larger centers 
of population. The stringing of dis- 
tributing wires through woodland 
sections has been a material factor in 
causing complaint in small villages 
and rural sections. Conditions in the 
latter have been improved because of 
the taking over of many small utili- 
ties by better financed companies 
which have been able to improve 
properties in case of electrical dis- 
tribution, and provide for a more sta- 
ple supply than could be provided a 
few years ago from a small water 
generating plant. 

The files of the Commission con- 
tain many letters of appreciation 
from its correspondents for the 
prompt and satisfactory manner in 
which the complaints have been taken 
up with the utilities and adjusted. 





¢¢q7 1LowatTts are the most efficient laborers the world 


has ever known. 


a lazy man among them. 
too mean. 


Work is the life of their being. 
They live only when they work. 
clock. They never heard of an 8-hour day. 
No task is too great and none 
No work is too good and any work is good 


They don’t watch the 
There isn’t 


enough. They are Jacks-of-all-Trades and experts at each. 
They will perform any number of different jobs simul- 


taneously.” 


—P. S. ARKWRIGHT 
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MUNSEY BUILDING * WASHINGTON, D. C. 


Aug. 8, 1929. 


Dear Sir: 


In the warm days preceding the summer solstice, 
a United States Senator was discussing railroad rates on 
the floor of the Senate, when he was interrupted by another 
Senator who said he wanted to put something into the 
Record. What he desired to have put in were three menus, 
one of breakfast, one of breakfast and dinner in a 
restaurant of the city of Washington, and one of the 
Senate restaurant. : 


There being no objection it was so ordered. 


"If," remarked the Senator who introduced the menus, 
"you will notice the prices that we pay for the farm 
commodities on those bills of fare, and what the farmer 
gets for them, you will see proportionately what we pay 
for freight rates." 


Turning to these menus printed in the Congressional 
Record, we find that the patrons of Washington restau- 
rants have a wide variety of choice of foods. We could 
not, of course, in a brief letter, analyze every item on 
these bills of fare; but we may mention three or four. 
For example: 


Grapefruit juice was quoted at 25 cents. 
Apple sauce was quoted at 15 cents. 
Sliced bananas were quoted at 290 cents. 
Corn muffins were quoted at 10 cents. 


While we know little about farming, we suspect that 
farmers as a rule are not engaged in raising grapefruit 
juice, apple sauce, sliced bananas, or corn muffins, and 
that consequently there would be great difficulty in 
following out the Senator's suggestion. 
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Restaurant men do not, for the most part, serve 
food on their tables in the same shape it is delivered 
by the farmers to the railroads. Even when they do, as 
in the case of raw apples, the restaurant proprietor 
could not afford to sell at the price paid the farmer 
plus the freight rates. If he did he would have nothing 
with which to pay his rent and his help. He would have 
nothing for his own service or time. Cooks as well as 
railroads must be paid for their service. 


When one goes into the Willard or Mayflower Hotels, 
and orders apple sauce, he gets stewed apples. He also 
gets something more. He enjoys, among other things, 
clean table linen, good silver, rich furnishings, fine 
service, and orchestral music. The charge for all this 
is taken care of in what he pays for the apple sauce 
and other things ordered. These are a few of the items of 
cost which are added to the prices farmers get for food. 


The railroads receive only a portion of what the 
consumer pays over the farmer's prices. Therefore, 
knowledge of what the farmer gets for raw food and the 
price that food brings in a restaurant would not be very 


helpful in estimating how much of the difference between 
what the farmer gets and the consumer pays goes to the 
railroads. 


Railroad rates may or may not be too high; but we 
cannot find that out by scanning menus, or even by 
observing what we have to pay grocers for the food which 
goes into our own homes. 


Very truly yours, 




















“Foreign Power’— 
as a Commodity of Trade 


Twenty per cent of this country’s production of elec- 
trical energy is even now being sent across state and 


national boundaries. 


Already the finger on the wall 


points to the possibilities of vast economic and polit- 

tcal charges abroad and at home as the result of the 

destined development of long-distance transmission. 
To what ts it leading? 


By AARON HARDY ULM 


HERE is, right now, a large for- 

eign trade in electric power. To 

be sure, there is only a small 

proportion of all electric power that 

crosses international boundaries, but 

it is probable that the volume will in- 
crease. 

This development is involving many 
interesting questions. Some of these 
questions are similar to those that 
have to do with interstate movements 
of electric power in this country. In 
fact, the economic considerations in 
the movements of electric power in 
interstate and foreign trade are almost 
the same. 

International movement of electric 
power is limited, so far, to adjacent 
countries. No doubt this will long be 
the case, so far as power generated in 
the North American continent is con- 
cerned. Yet abroad developments al- 
ready have led to the problem of con- 
veying electric power that is produced 
in one country, across another country 
for delivery and consumption in a 
third country. Such is the problem 


that confronts the Scandinavian na- 
tions today. 


é | ‘wo of these Scandinavian coun- 


tries, Norway and Sweden, have 
much water power which can be 
turned cheaply into electrical energy. 
Sweden for long has exported large 
quantities of energy to Denmark, 
which depends almost entirely on fuel 
for domestic generation of power. 
The movement of power from Sweden 
into Denmark is via submarine cables 
—the only instance of power flowing 
in any noteworthy extent in that way. 
Denmark now would like to get elec- 
tric power also from Norway, and 
negotiations with that end in view 
have been under way several years. 
But this power would have to flow 
across Sweden. How this may be 
done constitutes a political problem 
that still is unsolved. 
The Government of Denmark keeps 
a rather firm hand on the importation 
of power. Domestic establishments 
are required to keep plants in position 
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to meet the full needs of the country 
in case the outside supply is cut off, 
and an import duty of protective im- 
plication is put upon power that is 
brought into the country. The duty 
is 74 per cent of the value. 


vegan is the one country 
that has gone in strong for the 
exportation of electric power. This 
is because of that country’s huge 
water power resources and lack of 
coal, a condition that has made 
Switzerland the most generally electri- 
fied of all the nations. Exports from 
Switzerland go to the adjacent coun- 
tries of Italy, Germany, and France; 
the larger part goes to France, and it 
amounts to from 20 to 25 per cent of 
Switzerland’s total production. In 
1925 Switzerland’s exportations of 
electrical energy totalled 650,000,000 
kilowatt hours; and of this nearly 
300,000,000 went to France, where 
importations amounted to about 3 
per cent of consumption. 

Switzerland’s sale of electric power 
to other countries has raised two in- 
teresting questions, one domestic and 
the other international. The country 
is so situated that it might be invaded 
by an army from anyone of several 
countries. Outside communities and 
establishments that consume this ex- 
ported power tend to become depend- 
ent on the foreign sources of supply. 
What would happen to them in case 
of a war that involves their source of 
energy? 

This question of national defense 
has been regarded with particular 
scrutiny in France. 

The domestic angle of the question 
has to do with prices. 

For much of the electric energy 


_ portation, 


sent out of Switzerland the charge 
is less than that made, on similar 
bases, for home consumption. This 
policy is defended by Swiss econom- 
ists, who say that were it not for this 
method of disposing surpluses via ex- 
the home charge often 
would be higher than it is. It is diffi- 
cult, however, to make the average 
consumer see this. 

The Swiss Federal Council super- 
vises exportations of electric power; 
this exportation may be curbed or 
stopped when the national interest 
requires. Such interference might so 
affect dependent interests beyond the 
border as to generate trouble between 
Switzerland and France, or some 
other customer-country. 


HIS same factor has a good deal 
to do with the bringing about of 
the negative position occupied in re- 


cent years by the Province of Quebec, 
Canada, in its attitude toward the 
exportation of electric power. In 
1926 the Provincial parliament adopt- 
ed a statute forbidding the renewal of 
contracts for exporting electrical 
energy beyond the borders of Canada 
and providing that every lease or con- 
cession of water power belonging to 
the province, or over which the prov- 
ince holds proprietary or other rights, 
must contain a clause prohibiting the 
exportation of energy produced; it 
stipulates also that the same rule shall 
apply to permits for erecting trans- 
mission lines in “crown” territory. 

In support of that policy there is 
cited the following statement by the 
New York Public Service Commis- 
sion: 

“This Commission must assume 
that international relations affecting 
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How the World Power Conference 
Believes that Electrical Energy Should Be Distributed 


66H TATURE has not distributed her wealth at all uni- 

formly and it is, therefore, necessary that what 
can only be imperfectly carried out within political 
boundaries should be attained wherever possible by 
the interchange of energy between countries which, 
from the point of view of power resources, are sup- 


plementary. 


It is to the interest of every 


country to facilitate the exchange of energy over its 
frontiers and not to hinder it in any way, or to impose 


taxes on it.” 


—Pror. J. LANDRY 


OF THE UNIVERSITY OF LAUSANNE 





so important a subject as the means 
of continuing great industries which 
have grown up in reliance upon the 
use of this imported power, as well 
as the interest of the consuming and 
producing companies themselves have 
become fixed and subject only to 
such changes as will fully protect the 
great consuming and industrial inter- 
ests and rights now served by this 
power from Canada. The time has 
long since passed when governments 
proceeded ruthlessly, from pure 
national rashness or anger, to destroy 
the settled and accepted commercial 
relations and firmly vested rights in 
persons and corporations.” 


| ig Quebec there is an immense 
volume of water power, only a 
small proportion of which has been 
developed and is now utilized. Many 
years may pass before the province’s 
industries, or those in adjacent prov- 
inces, will be able to absorb all the 
electrical energy which might be de- 
rived from cheap water power in 
Quebec. 

A natural and ready market for 
possibly all of that energy now exists 
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in the industrial regions of the North- 
eastern section of the United States, 
where water power resources have 
been developed almost to the full and 
about 65 per cent extent of the energ 
required is derived from fuel. 

Apparently, however, the people of 
Quebec prefer that the water power 
development move, even slowly, with 
domestic need than that its rapid ex- 
ploitation be entangled with troubles 
like those envisaged in the declaration 
of the New York Commission. 

The underlying reason for Quebec’s 
position is no doubt an industrially 
protective one; that is, the province, 
by holding on to its power, may in- 
duce the setting up there of indus- 
tries which, if they could procure 
them, might draw the power across 
the international boundary. When 
American interests sought a permit to 
develop 110,000 horsepower at Caril- 
lon Falls in Quebec, with exportation 
of energy to the states in mind, Sir 
Adam Beck said: 
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“The proposed exportation of 
power from the Canadian develop- 
ment is simply the first step in the 
carrying out of a gigantic program 
of making Canada’s power the source 
from which electric energy is to be 
permanently exported to the United 
States for building up the industries 
of that country.” 


To the province's policy of non- 
exportation is attributed the move on 
the part of the Aluminum Company 
of America to develop 420,000 of 
horsepower at Chute-a-Caron for use 
in plants to be set up in Quebec and 
in part similar expansions in the prov- 
ince by the International Paper Com- 
pany and other United States inter- 
ests. 


_ of the electric energy import- 
ed by the United States comes 
from Canada. Some of it comes 
from Quebec, but the greater part 
comes from plants on the Ontario side 
of Niagara Falls. The total amount 
(which has not changed much in 
recent years) is about 1,500,000,000 
kilowatt hours annually. This is only 
about 1$ per cent of this country’s 
total consumption but it amounts to 
about 20 per cent of Canada’s total 
production, and to about 35 per cent 
of all power produced by the Canadian 
companies that export to this country. 
The trade is in most part one of mere 
exchange, essentially for reasons of 
mutual convenience, as almost as 
much power is exported from the 
United States to Canada. Much 
United States capital is invested in 
several of the Canadian exporting 
companies. 

Beyond the imposition, since 1925, 
of an export tax of 0.03 cents a kilo- 
watt hour on the energy exported 
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from Canada, the Dominion Govern- 
ment has not interfered with the sale 
or exchange of energy to or with the 
United States. The tax now yields 
about $400,000 a year. 

The question arises, pertinently 
enough, in the discussions between the 
United States and the Canadian Gov- 
ernment about the plan sponsored by 
President Hoover for making an 
ocean shipway of the St. Lawrence 
river. This plan involves the de- 
velopment, as incidental to the main 
project, of an enormous volume of 
water power, a large portion of which 
is now within the exclusive jurisdic- 
tion of the Province of Quebec, whose 
industrial demand is not likely soon to 
equal the supply of energy that would 
fall under the province's control. 
Quebec's joining in the St. Lawrence 
enterprise might practically require 
abandonment of the province’s non- 
exportation of policy, which Quebec 
may prefer over the waterway de- 
velopment. 

Further development of power at 
Niagara Falls and some proposed de- 
velopments on both sides of the inter- 
national line in the Northwest involve 
additional exchanging of energy by 
Canada and the United States if vari- 
ous projects, some of them now 
underway, are carried through to 
highest efficiency. 


S bw Eastern phase of the problem 
is affected by the relationship of 
fuel and water power as a source of 
electrical energy. It is stated that in 
the New York city area electricity can 
be derived from coal as cheaply as it 
may be transported from Quebec. 
And of course, the efficiency of gen- 
erating from fuel still is far below 
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par and may be raised considerably, 
while that of water power generation 
is close to par. Increasing cost of 
transmission lines, and of the right- 
of-ways for them, is also a factor 
which weighs increasingly against the 
exportation of power from, say, 
Quebec into the Northeastern section 
of the United States. 

So far the attitude of the United 
States Government has been that in- 
ternational transactions in electric 
energy is a branch of foreign trade 
which may take care of itself, which, 
as far as this country is concerned, 
it has done up to this time. 

This item of foreign trade is anal- 
ogous, in some respects, to the inter- 
state trade of like nature. This is 
particularly true of those aspects that 
bear on the location and distribution 
of industry. These have been con- 
noted in the regulatory policies of at 
least one state. 


aa anlar has not distributed her 
wealth at all uniformly and it 
is, therefore, necessary that what can 
only be imperfectly carried out within 
political boundaries should be attained 
wherever possible by the interchange 
of energy between countries which, 
from the point of view of power re- 
sources, are supplementary,’ said 
Professor J. Landry of the University 
of Lausanne in summing up the ex- 
pressions put forth at the World 
Power Conference in 1927 on this 
phase of electric power distribution. 
“It is to the interest of every country 
to facilitate the exchange of energy 
over its frontiers and not to hinder 
it in any way, or to impose taxes on 
it.” 

This is the predominant view ex- 


pressed at each of these World Power 
Conferences, where the subject has 
been dealt with in extenso. At the 
meeting, under the auspices of the 
League of Nations, at Barcelona in 
1921, it was agreed “that countries 
with surplus electrical energy should 
make the same over to those deficient 
in power resources.” The League of 
Nations took a similar position in 


1923. 


HATEVER may be argued about 

free trade as an international 
practice, it is agreed among all econ- 
omists that the free movement of 
goods across state lines has been a 
major factor in putting the United 
States in the industrial lead of the 
entire world, and that the lead was 
made possible by the country’s enor- 
mous home market—the largest that 
is without impediments to the free 
flow of trade therein in the world. 

In only rare instances do countries 
that array high protective tariffs 
against imports put obstacles in the 
way of the outflow of goods. The 
United States is one whose Constitu- 
tion forbids the levying of export 
tariffs. Yet in the matter of electric 
power, which is an item of goods as 
much as is coal, the inclination of 
governments seems to be more in the 
direction of impeding exportations 
than of curbing importations. 

The long distance transmission of 
power is destined to bring more and 
more to the fore the question of ex- 
portation and importation of electrical 
energy. Interchange of power be- 
tween this and other countries and 
across state lines within the United 
States now equals nearly 20 per cent 
of the production. It will grow. 
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Remarkable Remarks 





Stuart CHASE 
Author. 


Henry Forp 
Automobile manufacturer. 


Paris correspondent of 
the International News Service. 


A contemporary writer for 
the daily press. 


Sir Ernest BENN 
Economist. 


Ep Howe 
Retired newspaperman of 
Atchison, Kansas. 


Wittiam Harp 
Writer. 


Ernest Martin Hopkins 


President of Dartmouth College. 


Preston S. ARKWRIGHT 
President, National Electric 
Light Association. 


“T incline to the belief that machinery has so far 
brought more misery than happiness into the world.” 


¥ 


“The biggest job before the utilities of the United 
States is to get electricity into the minds of the people.” 


ha 


“The French telephone service is the cheapest in the 
world. And also the poorest.” 


> 


“The advocacy of what we believe in is education. 
The advocacy of what we don’t believe in is propa- 
ganda.” 


¥ 


“For twenty centuries people who were not so well 
off as they would like to be have argued that there was 
something wrong with private ownership.” 


¥ 


“Big business is like big baseball: players are mainly 
country town men who have climbed into fast company 
solely on merit.” 


> 


“Lobbyists are necessary to convey to congressmen 
the information which no congressman, even if he 
were born with a thousand heads om his shoulders, 
could possibly have by himself.” 


> 


“There is probably not a single college in New Eng- 
land where there are not more jobs made available to 
the graduating class than there are graduates going into 
business.” 


> 


“Ordinarily the instigators of attacks and opposition 
are individuals who have of themselves accomplished 
nothing, who stand for nothing that is constructive, 
and whose only means of attracting attention to them- 
selves or of coming into the limelight is by attacking 
some outstanding successful cause, individual or indus~ 


try.” 
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Davin STARR JORDAN 
Educator. 


JosrpH HERGESHEIMER 
Novelist. 


HAMILTON FisH, Jr. 
U. S. Congressman, from 
New York. 


W. Aton Jones 
First Vice-president, Cities 
Service Company. 


Harper LEACH 
Author. 


Fioyp W. Parsons 
Author and editor. 


“Wrong opinions should be met only by fair discus- 
sion. To put them down by force or terrorism, or by 
special legislation, is a policy more dangerous than any 
expression of opinion can be.” 


¥ 


“Nobody amounts to anything if they have had a 
happy childhood and youth. Happy people are so ad- 
justed to life, they just live. We have to seek some- 
thing to convince ourselves that we amount to some- 
thing. We have to surmount obstacles—otherwise we 
do not believe in ourselves.” 


* 


“It looks to me as if Governor Roosevelt was trying 
to draw a red herring across the trail of the City Trust 
scandal by his attack on the ‘power trust’—the City 
Trust scandal, where thousands of poor people were 
mulcted and robbed out of their hard-earned money, 
through not only the failure of Democratic state officials 
to protect them, but through downright dishonesty and 
crookedness‘ of these officials who actually helped to 
plunder them.” 


¥ 


“So far as I know, there is no disposition on the part 
of the light and power companies anywhere to refuse 
to disclose pertinent facts about their business to bodies 
duly authorized to examine into the facts. But there 
is concern in many places for fear that incomplete facts 
gathered here and there about certain phases of our 
business may lead to erroneous conclusions and may 
have a far-reaching effect on the minds of those men 
charged with determining whether or not there should 
be Federal legislation looking to its regulation.” 


v 


“Measured by the capacity of all our power-produc- 
ing machines, we actually have at our command the 
working capacity of over 700,000,000 horses; and figur- 
ing one horse equal to eight men, we can say we have 
5,600,000,000 slaves. But of course we do not work 
our machines all the time, and measured by the actual 
services rendered, the 120,000,000 Americans get from 
all their machines work equivalent to the labor of about 
690,000,000 adult workingmen toiling ten hours per day 
365 days per year.” 


* 


“Labor has largely lost its fear of science because it 
recognizes that science has greatly benefited the work- 
ing classes by increasing comforts and lessening the 
burdens of daily toil.” 
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When a Telephone Is Not 
a Public Utility 


For years it has been protected as a monopoly and 
regulated as a utility—but no court has yet officially 
declared it to be one 


By HENRY C. SPURR 


s the president of a telephone 
company was running over his 
morning mail, he came across 


a letter from the State Department 
The letter opened as fol- 


of Labor. 
lows: 
“Gentlemen : 
“Our representative Mr. 
finds that the rear elevator in your 
Central Exchange does not comply 
with Section of Chapter 
of the Laws of —— known as the 
Labor Law.” 


What was amiss was pointed out 
and the company was notified that it 
must meet the requirement of the law 
within a certain number of days. 
The general manager of the company 
happened to drop in just then and the 
letter was turned over to him. 

“What do we have to do about 
that?” asked the president. 

“Why,” said the general manager, 
“we don’t have to do anything about 
it. It is unnecessary even to refer it 
to the legal department. I know that 
this law which the Department of 
Labor refers to states in so many 
words that it shall not apply to pub- 
lic service corporations. I will take 
care of the matter.” 


A letter calling attention to this ex- 
ception of the law was sent to the 
Labor Department; but a reply came 
back that the Department did not 
consider a’ telephone company a pub- 
lic utility and that it must, therefore, 
observe the provisions of the Labor 
Law. 


Siwy is not a fanciful incident. It 
is a leaf taken from the records 
of a telephone company, and these 
letters were written not so very long 
ago. So the question was raised: 

Is a telephone company a public 
utility ? 

This was an unusual question, to 
say the least. When the letter was 
shown around in the executive offices 
it caused a laugh. Nevertheless, 
rather than have any trouble with the 
Labor Department, a compromise was 
agreed upon. A court ruling on the 
question whether a telephone com- 
pany is a public utility was not in- 
sisted on. 

It will be something of a surprise 
to most persons that the assertion 
should be made that a telephone com- 
pany is not a public utility. But it 
may be that we have taken too much 
for granted. People believed for a 
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great many years that the world was 
flat. This shows that even deep- 
seated belief may be erroneous. The 
fact that the earth is in the shape of 
a globe came as a great shock at first. 
If it should turn out that a telephone 
company is not a public utility it 
would be bad news to a good many 
persons — including the telephone 
folks. 

This would mean that the rates and 
service of telephone companies could 
not be regulated by the states. The 
public would not like that. The tele- 
phone people would probably not 
relish it either. Aside from occa- 
sional disputes over rates which re- 
sult in a little loss of temper now and 
then, the telephone companies and the 
public have lived in comparative 
peace and comfort under regulation. 
The service has been high class and 
the business has flourished. 

Would the telephone companies and 
the public be better off if the busi- 
ness were regarded as private and so 
not subject to regulation? Would 
the development have been what it is, 
had it not been for regulation? 


ly it were not for regulation, tele- 
phone companies would probably 
be in much more trouble with the 
politicians and the public than they 


have been under regulation. History 
would probably repeat itself. If reg- 
ulation should cease, the business 
would again become the football of 
politics. This would undoubtedly 
hamper the healthy development of 
telephone service. 

If the companies were regarded as 
private, their rates, of course, would 
not be subject to regulation. They 
would not have to show their books. 


But the people would be more likely 
to say they were being robbed than 
they now are, and there would be no 
way of ascertaining the truth of such 
a charge. There would be no tribu- 
nals to which the question could be 
referred. Public relations would not 
be likely to be good. This would 
likewise tend to hamper the develop- 
ment of the business. 

Were it not for regulation new 
companies would be continually 
springing up to compete with those 
already in the field. Duplication of 
facilities would be costly. The sery- 
ice would not be as good as it is. 
Both the companies and the public 
would suffer. The great accomplish- 
ments of the business under regula- 
tion would hardly have been possible 
in the absence of regulation; at least 
their accomplishment would have 
been much more difficult. 

Regulation has taught the compa- 
nies something about what they owe 
the public, and the public is beginning 
to appreciate what it owes the tele- 
phone companies. This tends to pro- 
duce good public relations and such 
relations are a great aid to the busi- 
ness. 

Under regulation telephone com- 
panies have been protected against 
wasteful competition and duplication 
of facilities. Under this protection 
they have become strong. Their se- 
curities have been regarded as safe 
investments. This is especially so 
where the Commissions have the 
power to regulate security issues. 
The public has become a large in- 
vestor. All of this has helped both 
the telephone companies and the pub- 
lic. 

Telephone companies have proba- 
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bly not zlways considered regulation 
an unalloyed blessing, but by and 
large they have probably regarded it 
with favor. Therefore, the assertion 
that they are not public utilities, if 
true, would not be received with many 
hurrahs by telephone men. 


An telephone companies public 
utilities? They have long been 
regulated on the theory that they are 
public service corporations; but how 
do we know they are? The answer 
might be: 

They are defined as public utilities 
in the statutes of the various states. 
They have been so considered by 
Congress. 

The fact that telephone companies 
have been declared public utilities by 
legislatures, however, does not fur- 
nish a conclusive answer to the ques- 
tion. These statutes are only an ex- 
pression of legislative opinion on the 
subject. A state cannot, for example, 
regulate a dry goods company which 
is not a public utility by merely call- 
ing it a public utility. The court, in- 
terpreting the Constitution, would not 
allow it. Therefore, if we want to 
know whether telephone business is 
public utility business, we must ex- 
amine the opinions of the courts for 
information on the subject. Nat- 
urally we look to the Supreme Court 
of the United States for the best 
answer to the question. 


A NUMBER of years ago the high- 
est court of the land said that 
when any one devotes his property to 
a use in which the public has an in- 
terest he, in effect, grants the public 
an interest in that use and must sub- 
mit to the control of the public for 


the common good. The court was 


considering whether certain ware- 
houses in Chicago could be regulated 
as public utilities. The state legisla- 
ture had declared them to be such. It 
required the owners to take out li- 
censes and to put up bonds. The 
owners said that they were not en- 
gaged in public utility business since 
they were not using the streets. The 
court held, however, that they were 
nevertheless subject to regulation; 
that their business was affected with 
a public interest; that they stood in 
the gateway of commerce and took 
toll from all who passed. Their busi- 
ness was declared public not because 
the legislature had said so but because 
it was in fact a public business. 


A NUMBER of years after that the 
Kansas legislature declared that 
the manufacture and preparation of 
food and the manufacture of clothing 
were public undertakings affected 
with a public interest, and sought to 
regulate them. The Supreme Court, 
however, held that they were not pub- 
lic industries subject to complete 
regulation. 

In early times in England the busi- 
ness of tailors and victuallers were 
considered public callings. So it 
seems that the public nature of busi- 
ness may change. What was a public 
business yesterday may not be so to- 
day. On the other hand what was 
not a public business some time ago 
may be public now. New kinds of 
business unknown to the ancient com- 
mon law have sprung up. A tele- 
phone business was not a public call- 
ing under the common law for the 
very good reason that telephone busi- 
ness did not exist in ancient times; 
but that would not prevent it from 
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A Telephone Company Is Not a Public Utility 
Merely by an Act of Legislature 


6¢ RE telephone companies utilities? They have long 
been regulated on the theory that they we public 

service corporations; but how do we know they are? 

The fact that telephone companies have been declared public 

utilities by legislatures, however, does not furnish a conclusive 

answer to the question. These statutes are only an expression 

of legislative opinion on the subject.” 





being considered a public business at 
the present time. 

The declaration of the Supreme 
Court that if a business is affected 
with a public interest it is a public 
utility is very vague. It does not fur- 
nish a definite standard for determin- 
ing whether the business is private or 
public. 

Every business, large or small, af- 
fects the public to some extent. Even 
a corner grocer serves a limited sec- 
tion of the public. He exists for the 
convenience of his patrons. The 
larger the business, the larger the pub- 
lic interest. 

Take the telephone business, 
example. 

The public is interested in it and 
that interest is very extensive. But is 
that not also true of the newspaper 
business? As many people read the 
newspapers as use telephones. If one 
had to be deprived of either service, 
which would he prefer to do without, 
his newspaper or his telephone? The 
majority of persons would stick to 
the newspapers. They are more vital 
to the public welfare than the tele- 
phone. If the newspaper corpora- 
tions are not public utilities, why 
should telephone companies be consid- 


for 


ered public utilities on the theory of 
public interest? 


AKE a water business and a soap 

business. We have to have 
water and we have to have soap. We 
need water and most of us think we 
need soap. Anyway we could get 
along without telephones better than 
we could get along without soap. 
The public has a very keen interest in 
the soap business. We probably had 
soap manufacturers long before we 
had water companies. Soap business 
is not regarded as a public utility but 
a water business is. 

Water companies are formed to 
supply communities with water. That 
water is piped through the streets into 
houses and places of business. As- 
suming that water companies are pub- 
lic utilities, suppose water were car- 
ried to consumers as in some Oriental 
towns in skins or that it were fur- 
nished in barboys as certain waters 
are now supplied. Would the busi- 
ness still be a public utility business? 

Say that a man has several mineral 
springs on his farm and offers to de- 
liver this water in bottles to anybody 
in a nearby village who will buy it. 
Is he engaged in a public utility busi- 
ness ? 
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Again ice is only frozen water. Ice 
is a necessity for most people in the 
summer time. Is a company which 
delivers ice from house to house en- 
gaged in a public utility business? If 
not, why not? What is it which 
really distinguishes a public business 
from a private undertaking ? 


W: are now discussing the Su- 
preme Court rule that a business 
which is affected by the public inter- 
est constitutes a public utility busi- 
ness. Consider the Supreme Court 
ruling that clothing manufacture and 
the preparation of food do not con- 
stitute public service. The public cer- 
tainly has a great interest in both 
kinds of business. We could not 
possibly go without food or clothing. 
We would not die if we had no rail- 
roads, gas, telephone, or electric com- 
panies. The world got along for 
years without them; but we would 
perish without food or clothing. So 
it would seem that the food business 
and the clothing business are affected 
with a greater public interest than any 
other kind of business we have. 

Yet the food and clothing business 
are not public utility business. 

Suppose we say that an electrical 
or a gas company is a public utility 
corporation because affected with a 
public interest. How about the fur- 
nishing of oil for kerosene lamps? 
This was never regarded as a public 
utility service. So it is evident that 
the broad rule laid down by the Su- 
preme Court as to business affected 
with a public interest will not help 
much in determining whether a tele- 
phone company is a public utility. 

If this test is unsatisfactory, what 
other means then have we for deter- 


mining whether a telephone company 
is a public utility? 


| By us consider whether telephone 
service is public service on the 
theory that the business constitutes a 
monopoly. It is a monopoly only be- 
cause it is protected. It is protected 
on the theory that it is a public util- 
ity. This is reasoning in a circle. 

Moreover, the fact that a business 
is a monopoly does not make it a pub- 
lic utility. A patent creates a monop- 
oly but does not make the business 
based on it a public utility. The 
manufacture of motion picture and 
other photographic films is for all 
practical purposes a monopoly but no- 
body thinks of that business as a pub- 
lic utility. If monopoly proved the 
public interest there would be no need 
of the Sherman Law, because as soon 
as a business became a monopoly all 
the state would have to do would be 
to define it as a public utility and 
give its Commission power to regu- 
late it. 

One naturally thinks of franchises 
to use the public streets as the distin- 
guishing feature of public utility 
business, but it does not seem to be. 
The warehouse men in the early Su- 
preme Court case thought they were 
not engaged in public utility business 
because they had no franchises to use 
the streets. The ancient public call- 
ings did not require franchises. 

Besides a telephone company does 
not use the streets any more than pri- 
vate corporations do. All customers 
of private corporations use the streets 
in going to and from the places of 
business. Therefore, the streets are 
used for the benefit of the business. 
The grocer and dry goods men use the 
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the 
Ideas of What Constitutes a Public Utility Rest We 
Largely on Tradition the 

W: have been accustomed to saying that certain kinds of ig 
business are private and other kinds are public. This whi 
tradition has partially been embodied in our statutes and ing 
court decisions. The comment of Chief Justice Taft of the por 
Supreme Court that the question is “only to be determined met 
by the process of exclusion and inclusion and through a size 
gradual establishment of a line of distinction” is quite signi- of 
ficant. Tradition will undoubtedly have a great influence in patt 
deciding the question but will not, of course, be controlling.” toa 





streets every day in delivering their 
goods. The only difference is that 
various kinds of business enterprises 
use the streets in different ways. The 
street has to be torn up while pipes, 
mains, and conduits are being laid, 
but the street also has to be torn up 


while its surface is being prepared 
for the use of delivery wagons, vans, 
trucks, pleasure cars, and pedestrians. 
About all that can be said is that a 
telephone company uses the streets 
more continuously than do men en- 
gaged in other kinds of business. 


HE fact that a telephone com- 

pany may be given the right to 
condemn land for rights of way does 
not prove that it is a public utility. 
This is merely another form of legis- 
lative declaration as to the nature of 
the business. If given that right it 
would be on the theory that telephone 
service is public utility service. The 
legislature would have no right to 
grant that privilege to a private en- 
terprise. Having granted it to a tele- 
phone company, the company could 
not turn around and argue that it is 
a public utility because the right to 


condemn property had been granted 
to it. 

So, after all, the Supreme Court 
rule that a business is.a public utility 
when affected with a public interest, 
although vague, is the best we have. 
In the application of that rule it ap- 
pears to be significant that modern 
regulation of business by Commis- 
sions has been confined mostly to 
transportation or relative kinds of 
service; and that the legislative effort 
to extend regulation beyond this field 
has failed. Railroads, motor vehicles, 
and other movable conveyances carry 
passengers or freight or both. Water, 
gas, pipe line, and heating companies 
may be said to be engaged in trans- 
porting something. The telephone 
and telegraph companies transport or 
transmit something. Electricity has 
to be carried from the producer to the 
consumers so that carrying is an in- 
tegral part even of the electric busi- 
ness. Toll bridges, toll roads, and 
wharves serve by providing facilities 
for transportation. In holding that 
grain elevators in Chicago were sub- 
ject to regulation, the Supreme Court 
commented on the fact that they were 
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the media by which the grain of the 
Western states passed on its way to 
the seaboard states. Even such rela- 
tively obscure businesses as tramways 
in mines and signalling companies 
which have been included in regulat- 
ing statutes connote the idea of trans- 
portation. This transportation ele- 
ment, however, has not been empha- 
sized in any of the cases. The size 
of the business and the number of 
patrons, whether the service is open 
to all, together with the indispensable 
nature of the service, have all been 
mentioned and considered in deter- 
mining whether a business is a public 
utility. business. 

Whether a business is of a kind to 
become of public consequence might 
depend on several factors such as the 
use of the highways, public conven- 
ience, monopoly, and possibly upon 
the mere size of the business or the 
importance of service or commodity 
sold. Just as several factors have to 
be considered in arriving at value, so 
the various factors mentioned may be 
taken into account in determining 
whether a business is public. There 
is no more definite rule. 


Aree was once asked upon 
what he placed his belief in the 
existence of God. He replied: “Part- 
ly upon tradition.” 

Our ideas of what constitute a pub- 


lic utility rest largely upon tradition. 
We have been accustomed to saying 
that certain kinds of business are pri- 
vate and other kinds are public. This 
tradition has partially been embodied 
in our statutes and court decisions. 
The comment of Chief Justice Taft 
of the Supreme Court that the ques- 
tion is “only to be determined by the 
process of exclusion and inclusion and 
through a gradual establishment of a 
line of distinction” is quite significant. 
Tradition will undoubtedly have a 
great influence in deciding the ques- 
tion but will not, of course, be con- 
trolling. 

Getting back to the original ques- 
tion whether a telephone company is 
a public utility, the answer should 
undoubtedly be in the affirmative, 
first, because the business is of great 
public consequence fulfilling all of the 
requirements of public service; and 
second, because it has by tradition 
been recognized as a public utility and 
for years protected as a monopoly 
and regulated both as to rates and 
service. The very fact that it has not 
been questioned in any court action 
strengthens this belief. 

Neither the telephone companies 
nor the public have any reason to fear 
that the telephone industry will be de- 
clared private, and, therefore, not 
subject to regulation as a public util- 
ity or calling. 





New Ideas for Railroad Crossing Signboards 


“Come AHEAD; You’RE UNIMPORTANT.” 

“Try Our Encines; THEY SarIsFyY.” 

“Don’t Stop; Nosopy Witt Miss You.” 

“TaKE A CHANCE; A TRAIN Can Hit You Onty ONcE.” 
“THousanps Get By Sarety; You SHouLD Worry.” 

“It’s ALL Richt; THeEre’s a Doctor AROUND THE CORNER.” 
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WHEN A SEVERAL-BILLION DOLLAR INDUSTRY LITERALLY 


Hung on a Thread 


The electric light interests takes an account of stock 
and makes a golden jubilee of light whoopee 


By FRANCIS X. WELCH 


N July 4, 1879, just fifty years 
() ago, the world was thrilled 

with a “marvelous” display 
of what a now defunct New York 
journal referred to as “magic illumi- 
nation generated electrically by the 
power of Niagara’s falling water.” 
Throughout the length and breadth 
of the land, the event was hailed by 
the press as an epoch-marking scien- 
tific achievement. Visitors flocked to 
the Niagara frontier to see this won- 
der of the world and the railroads ran 
excursion after excursion to the great 
cataract from points as far west as 
St. Louis and Chicago and as far 
south as Washington. 

Assuming, of course, the respect to 
which this pioneer step is entitled, the 
“marvelous” display might even seem 
amusing to us in the light of present 
day achievements in the illumination 
of the same scenic wonder. The in- 
stallation consisted of sixteen “burn- 
ers’ each having a power of 2,000 
candles. On May 21, 1879, the Niag- 
ara Falls Gazette said: 

“The Niagara Falls Prospect Park 
Company have contracted with the 
Telegraph Supply Company of Cleve- 
land, Ohio, for one of Brush’s largest 


electric light machines. It is the in- 
tention of the park authorities to lo- 


cate the lights in such positions as 
will enable them to illuminate the 
great cataract on a magnificent scale. 
The plans which the Park Company 
are maturing promise to provide a 
most novel entertainment for visitors 
to Niagara this season, and the de- 
velopment of their scheme will be 
watched with no little interest.” 


This was before the park was taken 
over by the state of New York in 
1885. The June 25th issue of the 
Gasette that year described the in- 
stallation : 


“The wheel that is to furnish the 
power for generating the electricity 
to light Prospect Park this summer 
has been placed in position, and on 
Monday the Brush Dynamo Electric 
Machine was received from the Tele- 
graph Supply Company. It has al- 
ready been placed in position, and the 
gearing is being fitted today. The 
machine weighs 2,250 pounds, of 
which weight the copper wire con- 
tributes 1,500 pounds. The machine 
has a capacity for lighting sixteen 
burners when run at 760 revolutions 
a minute. Each light will have a 
brilliancy of 2,000 candle power. The 
work of erecting the lamps and mak- 
ing the wire connections will be com- 
menced at once, and the park au- 
thorities hope to be able to illuminate 
their grounds and the Falls on the 
evening of the Fourth.” 


172 





Tl 
awalk 
and 
scurt 
first 
year. 


arc |: 
an al 
most 
and 

reflec 
with 
paret 
This 
weak 
the r 
Islan 
were 
feebl 
dark: 
ored 
play. 


B l 
devel 
was 

Wizz 
throt 
cessf 


PUBLIC UTILITIES FORTNIGHTLY 


This was the announcement that 
awakened such widespread interest 
and sent newspaper correspondents 
scurrying to the Falls to record the 
first display on July 4th of that same 
The Gazette for July 9th said: 

“The work of erecting the Brush 

Electric Light apparatus in Prospect 

Park became so far completed that 

the machine was put in motion for 

the first time last week Wednesday 
evening, and the park has been light- 
ed with electricity every evening 
since, though the permanent reflectors 
and some of the lamps to be used 
have not yet arrived. On the evening 
of the Fourth the park was crowded 
with excursionists and citizens, and 

a very satisfactory exhibition of the 

light was given.” 

AS a matter of fact the Falls were 

not illuminated at all. The 
park officials with their few feeble 
arc lamps had rigged up a fountain— 
an artificial fountain—just beside the 
most gigantic cataract in the world 
and the arc lamps with cumbersome 
reflectors were played on the spray 
with the aid of some colored trans- 
parent slides manipulated by hand. 
This was because the lights were too 
weak to penetrate even to the lip of 
the real Falls from the shore of Goat 
Island. True, several of the arcs 
were strung along the cliff but their 
feeble rays were swallowed in the 
darkness. The fountain and the col- 
ored arcs constituted the real “‘dis- 
play.” 


year. 


_ in the same year a far more 
important thing happened in the 
development of artificial light. It 


was on October 21, 1879, that the 
Wizard of Menlo Park, struggling 
through innumerable series of unsuc- 
cessful experiments in an effort to 


find a filament that would really burn, 
at last announced to the world that 
he had perfected the first practical 
incandescent electric lamp. 

The vital significance of this dis- 
covery was not as quickly appreciated 
as the more spectacular Falls illumi- 
nation program. The phenomenon of 
incandescence which had been noted 
in the old arc lamp when the tips of 
the carbon gave forth a dull glow had 
been regarded by most respectable 
scientists of the day as a blind ally as 
far as practical illumination was con- 
cerned. Outside of the little group 
at Menlo Park, New Jersey, and an 
isolated professor here and there such 
as George F. Barker, there were no 
experts who had any faith in practical 
incandescence. 

Indeed Sir William H. Preece, the 
eminent English authority, dismissed 
Edison’s efforts with contempt de- 
claring : 

“The subdivision of the light is an 
absolute ignis fatuus” thus supplying, 
as George S. Bryan tells us, a catch- 
phrase that was to deal a boomerang 
blow at its inventor. A committee of 
the House of Commons, called to take 
council upon the matter of electric 
lighting, dismissed Edison and _ his 
claims in a single paragraph. 

The newspapers mocked him and 
learned men buried him and _ his 
claims beneath an avalanche of indis- 
putable mathematics proving conclu- 
sively that he was attempting the 
impossible. 


peeing Edison continued 
his work at Menlo Park uncon- 
cerned in the company of Charles 
Batchelor and his other assistants. 
Filament after filament was tried, 
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none sustaining light more than a few 
seconds. But he had made some 
progress. For example, he had found 
that the vacuum bulb was essential 
to lighting efficiency. 

One day he hit upon the plan of 
baking ordinary sewing thread in an 
oven until naught remained but its 
carbon phantom. It was a ticklish 
job. He tells us how all one night 
and the next day he and Batchelor 
worked until finally from an entire 
spool they got one piece that did not 
break in the baking. Edison relates 
the memorable event himself: 

“Tt was necessary to take it to a 
glass blower’s house. With utmost 
precaution Batchelor took up the 
precious carbon, and I marched after 
him, as if guarding a mighty treasure. 
To our consternation, just as we 
reached the glass blower’s bench, the 
wretched carbon broke. We turned 


back to the main laboratory and set 


to work again. It was late in the 
afternoon before we had produced 
another carbon. But we turned back 
again, and before night the carbon 
was completed and inserted in the 
lamp. The bulb was exhausted of 
air and sealed, the current was turned 
on, and the sight we had so long de- 
sired to see met our eyes.” 

There, in an obscure New Jersey 
laboratory, before the eyes of just a 
few devoted sons of science on Octo- 
ber 21, 1879, beamed the first real 
electric light. The phantom thread 
glowed for forty hours and then 
snapped, but its work was done. The 
principle of practical incandescent 
illumination had been born. How- 
ever, the news did not travel quickly 
and when it did it was often received 
with winks and crossed fingers. 


O* the morning of December 21, 
1879, Mr. T. B. Connery, man- 


aging editor of the New York Herald 
flung into the office of his city mana- 
ger, Albert Orr, in rare high dudg- 
eon. Banging a copy of the morn- 
ing’s issue down on Orr’s desk, he 
demanded : 

“How did that stuff get into the 
paper, Mr. Orr? Lights strung on 
wires, indeed! You’ve made a laugh- 
ing stock of the ‘Herald!’ Oh, what 
will Mr. Bennett say!’ 

“He'll probably say,” Orr answered 
calmly, “that it is the biggest news- 
paper beat in a long time.” 

Connery glared at Orr resentfully. 

“Don’t you know—don’t you know 
that it has been absolutely demon- 
strated that that kind of light is 
against the laws of nature? Who 
wrote this article? 

“Marshall Fox.” 

“How could he,’ mourned Con- 
nery, remembering Fox’s previous 
excellent work, “have allowed himself 
and the paper to be imposed upon so? 
Where is he? Send for him. We 
must do something to save ourselves 
from ridicule. Now don't 
try to explain—just find Fox and 
send him to me.” 

But the full page description of the 
incandescent bulb even two months 
after its first discovery brought 
neither the ridicule of contemporaries 
on the “Herald” nor the wrath of 
Mr. Bennett on young Fox. It 
stirred popular imagination to such 
an extent that a public exhibition was 
held at Menlo Park on New Year's 
Eve, 1879, special trains bringing 
more than 3,000 visitors including 
many notables. That was a fair 
crowd in those days before collegiate 
football games had begun to make 
mob records. 
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The Next Step Ahead in the 
Development of Light— 


“N°? invention is perfect, and the incandescent lamp of today 
is not an exception. Light without heat is the ideal, and 
that is still far off. The electric incandescent lamp of today is 
the cheapest form of filament that has ever been produced, but 
some day it will be cheaper and colder than it is. There is a good 
deal of truth in the saying that the firefly is the ideal. It is, so 
far as coldness goes. But its color is against it. You couldn't 
use a thousand-candle firefly to match colors, and you wouldn’t 
want the insect to light up a street, because his light would be a 
hideous greenish-yellow. But some day we will get reasonably 
near the firefly for efficiency without copying his disagreeable 


color. 
kind we did in 1879.” 


The task needs much investigation, much research of the 


—Tuomas A. Epson 





M®* Edison did not stop at sew- 
ing thread. With characteris- 
tic perseverance, he kept striving for 
a filament whose carbon would have 
more tensile strength than the feeble 
thread. He tried everything he 
could lay his hands on from burlap 
to chin whiskers. George S. Bryan 
outlines the following materials car- 


bonized : 


Bagging 

Baywood 

Boxwood 

Cardboards of many 
kinds 

Cedar shavings 

Celluloid 

Cocoanut hair 

Cocoanut shell 

Cork 

Cotton soaked in 
boiling tar 

Drawing-paper in 
great variety 

Fish line 

Flax 

Hickory 

Lampwick 

Maple shavings 


Paper saturated with 


tar 

Plumbago (graphite) 

Punk 

Red hairs from the 
i. w& 


beard of j " 
Mackenzie (who 

staying at 
Menlo) 

Threads, cotton and 
linen, of all sorts 
Threads of fine size, 
plaited threads 
treated with tarred 

lampblack 
Tissue paper 
Twine 
Vulcanized fiber 
Wood-splints 


Finally, after casually chancing to 


observe the strength of a binder used 
on a palm-leaf fan, he came to use 
bamboo which proved to be the most 


satisfactory fiber of all until the de- 
velopment of artificial filaments. 
Bamboo filaments persisted until the 
late nineties, and for certain lamp 
designs were used as late as 1908. 
Edison spent $100,000 experimenting 
with fibers of as many as 6,000 dis- 
tinct species of plants, chiefly bam- 
boo brought to him from the four 
corners of the earth by globe trotters 
sent specially on this strange mission 
of light. 


HIS year, 1929, fifty years after 
these three important events, to 
wit: the discovery of incandescent 
lamp, the illumination of Niagara, 
and the harnessing of her power, 
there was celebrated in the city of 
Niagara Falls, New York, Light’s 
Golden Jubilee, to celebrate these 
three anniversaries as well as the two 
hundred and fiftieth anniversary of 
the discovery of the Falls themselves 
by Father Hennepin. 
For the last five years the illumina- 
tion at Niagara Falls has been a mas- 
terpiece of electrical engineering, at- 
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tracting visitors from all over the 
globe. When it was first installed, 
some smart person, whose name does 
not appear available, conceived the 
idea of holding a “Carnival of 
Lights” each year at the twin inter- 
national’ cities of Niagara Falls, New 
York, and Niagara Falls, Ontario, to 
celebrate turning on the lights for 
each summer season. This yearly 
carnival, occurring in the middle of 
June, has been rather successful but 
heretofore somewhat limited in its ap- 
peal. 

This year, these twin cities turned 
in a truly noble performance. Things 
were done on a grand scale. The 
twin cities seized the opportunity pre- 
sented by the coincidence of anniver- 
saries to turn their carnival of lights 
into a festival of national—in fact— 
international importance. The results 
threaten to equal New Orleans’ Mardi 
Gras and Philadelphia's New Year’s 
Parade as an annual institution. 

But speaking of parades, this is 
how the event really opened:—a 
mammoth parade 4 miles long, filled 
with marching units, brass bands, 
grotesque mummers, floats of all de- 
scriptions. The whole city reeked 
with pretty girls. One of the prettiest 
was chosen “Queen Electra” and a 
group of additional beauties were 
designated as “court attendants.” In 
royal attire this potentate ruled over 
the twin cities for three and a half 
days. 


oe the parade a regular bat- 
tle was held on Falls street. 


Several military units of the United 
States Army set their artillery pieces 
up right on the car tracks and com- 
menced blazing away at the throngs. 
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Machine guns sputtered; powder 
smoke stung the eyes; bugles snarled 
advance and retreat orders; the 
stench of salt peter hung over the 
place, and the members of Loyal Or- 
der of Moose, which happened to be 
holding a convention there at the time 
and participated actively in the cele- 
bration, began to think nervously of 
their native haunts. 

The whole city on the American 
side was in gala attire. It seemed as 
though every electric bulb in the 
place, not otherwise colored, had been 
dipped in golden coloring in honor of 
the Golden Jubilee. The entire main 
street was lined on each side with 
golden street lamps—truly an avenue 
of gold. Even a street car, which 
took part in the parade, was so 
dressed up with flowers and golden 
lights that nobody knew it was a 
street car—it was mistaken for a 
motor float. 

All the windows of the merchants 
were dressed in 1879 settings. One 
store had a complete sitting room in 
its window with old fashioned wall- 
paper, rag rugs, ancient foot-stools, 
cherry red window casings and trim- 
mings, and a sperm oil lamp. 


HE following day, a New York 

Central locomotive of the 1879 
vintage pulled into a siding with 
some queer looking folks aboard. 
Hoop skirts and bustles, wing collars 
and side whiskers, these anciently 
dressed folks climbed out of old fash- 
ioned coaches, just as a certain ex- 
cursion party did when it came to see 
the “lighting display” of 1879. Some 
got into a waiting horse-car. Others 
took hacks. Others walked. But all 
eventually arrived at the side of the 
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Falls where a true re-enactment of 
the 1879 exhibit took place. All in- 
candescent lights were shut off and 
suddenly there flared up the sputter- 
ing arcs that were once lit by the 
Brush dynamo. The funny little 
fountain was operated and the very 
same men who moved the colored 
slides before in the arcs in 1879 did 
the job in 1929. 

While the crowds were thus con- 
templating the crudeness of these 
pioneer efforts, suddenly, as if to ac- 
centuate the comparison with modern 
achievement, the old lights grew dim 
and with a single shot, the full power 
of all the mighty batteries of the mod- 
ern lights colored in gold were 
thrown on Niagara Falls drenching 
it with golden colors. It was at this 
point that Mr. Graham McNamee, 
the famous radio announcer, nearly 
jumped out of his little observation 
booth built midway between the Ca- 
nadian and American side on the 
Falls View bridge. 


Pepory illumination, sky drills, 
and other unbelievable exhibi- 
tions of electric lighting art followed 
in rapid succession before the awed 
gaze of a million people. Then an 
airplane droned out of the night over 
Goat Island, and started dropping 
colored aerial bombs on the Falls. 
Just as though it were an actual raid, 
the searchlights combed the sky for 
the invader ; and finding it, streaks of 
flame from anti-aircraft guns shot up 
from the American cliffs. Then fol- 
lowed an impressive display of fire- 
works over the Falls. 

The mayor and officials of both the 
American and Canadian Niagara 
Falls did a splendid job. The Buffa- 
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lo, Niagara & Eastern Power Com- 
pany should also be mentioned. This 
company has always contributed im- 
measurably to the progress and pros- 
perity of the Niagara frontier. It 
played a generous part in the celebra- 
tion, virtually making it possible. It 
was the publicity department of this 
company that aroused merchants and 
citizens to such active co-operation. 
Mr. R. R. McLeod of this depart- 
ment tells how the company represen- 
tatives went into each store on the 
main street and asked, begged, and 
argued for permission to color the 
merchants’ lights with golden color. 
Following up this “persuasive com- 
mittee” there went a gentleman with 
a pail of golden glue who promptly 
immersed all bulbs before the mer- 
chants could change their minds. 
The company in some instances had 
to promise to renew bulbs in order 
to get this permission—all for the 
success of Light’s Golden Jubilee. 


oo purely from a_ utility 
standpoint, this seems to be the 
height of good public relation—when 
a company makes such efforts out of 
its own surplus account to bring pros- 
perity into its community. Needless 
to say the citizens of Niagara Falls 
appreciate it. 

The purpose of this festival was to 
bring to mind what man has done 
with electricity in fifty years; to 
honor the genius of Edison, Brush, 
of others who contributed to the tri- 
umphant march of light and power. 
But more important is the message 
of perseverance, the continual striv- 
ing for perfection. The comparative 
efficiency of the present should not 
blind us to future possibilities. 


































What Others Think 





The Intimidation of the 
Public Utility Corporations 


NDER the title of “Goliath and His 

Davids,” Raymond S. Tompkins, 
in an interesting and vigorous article 
in The American Mercury, of July, 
1929, discusses the question of public 
utility regulation. He says that if it 
is true that no industry is more sus- 
pected or feared than the public utility 
industry, it is also true that no indus- 
try is more fearful of its masters; that 
it is full of frightened men whose ears 
twitch like scared deer at the bang of 
the morning newspaper against the 
front door; that no industry is more 
carefully scrutinized; that at its faint- 
est gesture of defiance of defense, 
press, public, and officialdom leap upon 
it with X-ray and scalpel; that every 
day it must stick out its tongue and tell 
what it has had for supper; and that in 
the sadly troubled state of mind in- 
duced by this situation it casts about 
for help. 

Mr. Tompkins says that public utility 
regulation begins at home and that it is 
first the responsibility of the states to 
attend to this matter. He points out 
various weaknesses of the state regula- 
tion, mainly their failure to establish 
strong Commissions with ample regu- 
latory powers. He says: 


“Obviously, then, the movement for ef- 
fective regulation should begin in the 
states, but the people appear slow, not only 
to make the present regulatory laws com- 
plete, but to go after competent men to 
administer them. New York, New Jersey, 
Pennsylvania, Massachusetts, Illinois are 
among the few states that pay their utility 
Commissioners decent salaries. In New 
York, each one gets the respectable sum 
of $15,000 a year; in Pennsylvania, $10,000, 
with $500 additional for the Chairman; in 
New Jersey, $12,000. California pays 
$8,000 a year. The other states range from 
$2,000 to $5,000 a year, with an occasional 


$6,000 or $7,000 a year Chairman. Yet all 
these men are expected to be big enough 
to control and regulate in the public inter- 
est corporations worth millions of dollars 
and, in some states, hundreds of millions; 
and not a few really are, despite their 
modest pay.” 


R. Tompkins does not agree with 

those who criticize the utilities 
for appeals to the court. Upon this 
point he says: 


“The cry that regulation has broken 
down is always heard loudest when a pub- 
lic utility appeals to the courts from a de- 
cision of a Public Service Commission. 
The theory is apparently held that the 
utilities should abide by the decisions of 
the Commissions, either out of respect to 
the feelings of the Commissioners, or as 
an exhibition of tact and good taste. But 
the utilities, having the right to appeal to 
the courts, prefer to exercise it boldly, 
though it is often questioned, even among 
utility men, whether, in view of the hulla- 
baloo that always follows, it is a wise 
thing always to do so. The utility appeals, 
for example, when the Commission in re- 
sponse to an application for an increase in 
rates refuses to grant the increase. A pub- 
lic uproar is then inevitable, but it is no 
louder than the uproar which would have 
followed if an increase had been granted. 

It has been seriously suggested by a 
New York city alderman that the utilities 
be kept out of the courts by legislation. 
In Massachusetts, the Department of Utili- 
ties itself, one of the best and most power- 
ful of the state regulatory bodies, has for 
the past two years been proposing a “con- 
tractual relationship” between utilities and 
the state, whereby the companies would 
agree to abide by the rulings of the De- 
partment without appeal to the courts. 
These serious proposals to deny to an im- 
portant industrial group that protection of 
the judicial branch of the Government 
which is guaranteed to all citizens show 
how far our utility troubles have been per- 
mitted to go. Many utility men regard 
this proposed denial as more menacing 
than public ownership, in spite of the 
lawyers’ dismissal of it as preposterous. 
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FTER all, in Mr. Tompkins’ opin- 
A ion, rates are the consumers’ ulti- 
mate test of the effectiveness of public 
regulation. Since the War, he points 
out, the trend has been downward. He 
says the Public Service Commissions 
are small, compact bodies, capable, it 
would seem, when manned by courage- 
ous and intelligent men, supported by 
staffs of experts of doing a fine job of 
protection when the rights of the peo- 
ple are in danger. He observes perti- 
nently that 


many Commissioners themselves appear 
to agree that the soundest route to effec- 
tive utility regulation lies through strength- 
ening the existing system of State Com- 
missions, backed up, in cases where inter- 
state commerce is involved, by strong 
Federal laws which would also provide 
effective control over holding companies. 


N conclusion, Mr. Tompkins points 

out that the utilities are becoming 
rapidly owned by the public which may 
have some effect on its attitude toward 
those who are attacking the industry. 
He puts it in this way: 


“The matter will be taken up and set- 
tled, as I have suggested, when the trou- 
bles of regulation begin to make them- 
selves manifest on such an increasing scale 
in the American household that personal 
comfort is threatened. By that time, if 
things continue as they are going, every 
fifth, or fourth, or third person in the 
United States will not only be a direct 
customer of the public utility industry, but 
an owner of its securities as well, and the 
rolling phrases, protection of the consumer 
and rights of the people, will not mean at 
all the same things our public champions 
profess to believe they mean today. For 
then the public’s income from its heaviest 
investment may be threatened too.” 





WANTED — More Comprehensive Control of 
Public Utility Enterprises 


ie are two ways of obtaining a 
profit out of public utilities, ac- 
cording to Professor C. O. Ruggles of 


Harvard. One way is through the 
efficient operation of these properties ; 
the other way is through financial man- 
ipulation of utility securities. Our sys- 
tem of regulation should be such as to 
encourage the former and make the lat- 


sumption is that present rates are, general- 
ly, excessive, and that the rate structures 
have not been properly revised in harmony 
with present-day costs and conditions of 
operation ; that regulation has not been ef- 
fective; that constructive measures are 
needed to bring about the needed adjust- 
ment of rates, and to bring all aspects of 
operation under systematic public control.” 


‘ee - conclusions of Professor Rug- 
gles to his studies of the problems 
incidental to the regulation of the elec- 
tric utilities are summarized as follows: 


ter difficult to accomplish. 
The reasons for these conclusions 


serve wo t= 
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were put forth in some detail in a dis- 
cussion of the regulation of our electric 
light and power utilities at the annual 
meeting of the American Economic As- 
sociation, and now published by that 
body in a pamphlet that also contains 
“An Inductive Study of Publicly Owned 
and Operated Versus Privately Owned 
but Regulated Electric Utilities,” by 
Professor H. W. Peck of Syracuse Uni- 
versity. As Dr. John Bauer observes 
in the same publication : 
“Both papers are devoted primarily to 
electric companies, but they really con- 


cern the entire field of public utilities. As 
to electric companies, the underlying as- 
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“(1) The industries of this country are 
rapidly becoming dependent upon central 
electric stations. Our policy of immigra- 
tion will accelerate the substitution of 
electric power for unskilled labor in many 
ways. The ease with which electrical 
energy can be controlled makes such a sub- 
stitution possible not only for laborious 
tasks but also for many minor, tedious, au- 
tomatic processes. With electric power a 
factor in American manufacturing, equita- 
ble regulation of the power industry is of 
far more importance than it was when it 
was confined merely to the field of light- 
ing. In other words, electricity in the 
early stages of its development was of sig- 
nificance primarily in the field of consump- 
tion. Now, it is a vital element in the field 








of production. Indeed, power rates may 
have an influence on ‘industry somewhat 
similar to that which has been exercised 
by freight rates. This, in turn, will have 
an important bearing on regulation. 

“(2) The economies and the improve- 
ments in the character of the service which 
have been realized through large-scale gen- 
eration, long distance transmission, and 
centralized financing and management, 
have been substantial and we should adopt 
a form of regulation which will foster and 
encourage further accomplishments along 
these lines but which will also reward 
parent companies in accordance with the 
service which they render to their sub- 
sidiaries. 

“(3) The development of the electrical 
industry and its vital relation to American 
industry has brought about a situation 
whereby many problems in public utility 
regulation are beyond the jurisdiction of 
the states. Moreover, the states have been 
stopped by the United States Supreme 
Court from regulating the interstate trans- 
mission of power by companies within 
their various jurisdictions even though 
that part of the business is as little as 3 
per cent of a central station’s total busi- 
ness. It is very doubtful, too, whether a 
State Commission can effectively regulate 
local rates for electricity if all the energy 
or possibly a major portion of it has, in 
turn, been purchased at wholesale in in- 
terstate commerce. It is clear, too, that 
a state has no control over payments made 
by an operating company for certain serv- 
ices rendered to it by a foreign parent 
company. 

“(4) Up to the present time, only a lim- 
ited number of our State Commissions 
have been adequately financed and provided 
with sufficient expert assistance. Partly 
for these reasons but primarily because we 
have not squarely faced the issue, too lit- 
tle attention has been given to efficiency 
in management and to the character of 
service in determining the rate of return 
which a public utility should be permitted 
to receive. 

“If the foregoing analysis is sound, it 
would appear that the following conclu- 
sions are justified: 

“(1) State Commissions should be ma- 
terially strengthened, and their jurisdiction 
extended so that in all states they will 
have the power to regulate utilities other 
than railroads. Moreover, the power to 
regulate these utilities, once jurisdiction 
over them has been extended, should not 
be circumscribed as it is in some states at 
the present time. Many of the regulatory 
problems of this industry require that all 
of the light of local intelligence should be 
focused upon them. Therefore, the bulk 
of the business of regulation of these utili- 
ties will doubtless continue to be in the 
hands of the State Commissions. 
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“(2) Federal regulation is necessary to 
cope with the problems which are clearly 
beyond the control of the states. While it 
is evident that we should have Federal con- 
trol of certain phases of the power busi- 
ness, it is not so clear what form of Fed- 
eral control would be most effective.” 


ROFESSOR Ruggles concludes with 
the following observation on the 
regulatory problem: 


“The time is overdue to begin such a 
study which should lead to the strengthen- 
ing of the State Commissions and to a 
constructive program of Federal regulation 
of those activities of power utilities over 
which the states can have no jurisdiction. 
Regulation, both by the states and by the 
Federal Government, should give some 
promise of encouraging initiative in man- 
agement and, indeed, should give manage- 
ment a fairly free reign, but both operat- 
ing companies and parent organizations 
should be held responsible for results and 
allowed a rate in return in accordance with 
the contributions which they make toward 
efficiency in management and toward the 
maintenance of satisfactory service.’ 


ery Peck’s paper is a summary 
of an inductive study of the On- 
tario Hydro Electric System and certain 
large interconnected private electric 
systems in New York state. His con- 
clusions both as to rates and efficiency 
of service are in favor of the Ontario 
system. For example, he says: 


“The publicly owned and operated On- 
tario system is more efficient than the large 
New York private companies in rendering 
service to the public primarily because of 
their sccial policy, a policy of super-power 
for service, with service at cost, and the 
amortization of the capital account. In 
line with this policy, by means of large- 
scale planning and control, they have built 
up a symmetrical industrial organization 
and have thus avoided the expense of 
parasitic, profit-taking organizations that 
levy charges in excess of services to the 
industry. Also (perhaps because of the 
service motive), they have followed a 
more enlightened sales policy, and this has 
enabled them to make rates for lighting 
much lower than those charged in New 
York.” 


He concludes his paper with the fol- 
lowing observation : 

“If equally efficient managers and engi- 

neers could be secured by high salaries 


or from the ranks of socialized experts, 
this form of operation would lead to lower 
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rates or prices, because interest charges 
might be somewhat less, the policy of 
amortizing the debts would lead to even- 
tual reductions of considerable size, and 
the profits could be distributed in the form 
of reduced charges to a large number of 
people, while under private management 
the income would be distributed to the few 
inside managers and the owners of com- 
mon stocks.” 


r. Bauer says amen to Professor 

Ruggles’ suggestion that the Com- 
missions be strengthened. He adds that 
the Commissions, by and large, are 
organized in a way which might indi- 
cate a deliberate intention to defeat the 
purpose of valuation. This is a some- 
what extravagant statement. It is 
probably the opinion of a number of 
persons who have been disappointed in 
the outcome of Commission regulation. 
Dr. Bauer says many of the Commis- 
sioners are technically incompetent and 
have inadequate staffs of experts. But 
the fundamental reason why he thinks 
Commission regulation has been inef- 
fective is that it does not carry out his 
theory as to what the rate base should 
be 


He says: 


“Whatever else may be done to recon- 
struct and revitalize regulation the pre- 
requisite is to establish a definite rate base, 
which will be shown constantly by the 
books of the company and the records of 
the Commission. For this purpose, proba- 
bly an initial valuation, officially deter- 
mined, is essential in most instances as the 
first step. This amount would represent 
existing properties, and should never be 
varied subsequently. It should be entered 
in the books as a fixed and non-variable 
sum to be maintained systematically there- 
after through adequate provisions for de- 
preciation. It should, of course, be ‘fair’ 
to both the company and the public. It 
would be added to only by the actual cost 
of subsequent additions, extensions, and 
improvements to the property, which would 
then be fully maintained through charges 
to operating expenses. In this way, the 
rate base would be shown constantly as 
definite sum. The rate of return should 
be equally fixed upon an exact basis—say 
7 per cent upon the initial valuation and 
the actual cost of money upon subsequent 
investment. With such a system, no dis- 
pute could arise as to amount of return to 
which a company is entitled. It would be 
shown by the accounts, subject to simple 
administrative control.” 
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tt is, of course, an academic dis- 
cussion. It would be of value if it 
could be applied; but no use can be 
made of it because it is forbidden by 
law. If this, then, is the fundamental 
reason why Dr. Bauer thinks Commis- 
sion regulation is ineffective, he might 
as well say, without beating about the 
bush, that it cannot be effective and that 
we must try something else. Commis- 
sioners with technical and expert tech- 
nical staffs could not apply Dr. Bauer’s 
theory because it is contrary to the law 
of the land. 

Commissions are, no doubt, far from 
perfect. They could be strengthened, 
and should be. The same is true of al- 
most every human institution. But to 
say that Commission regulation has 
failed or is ineffective largely because 
Commission decisions are adverse to 
one’s own views, is begging the ques- 
tion. 

Dr. Bauer says that the criticism of 
Commission regulation is wide-spread 
and mounting; that much of it is of 
course ignorant, but that the force is 
to destroy regulation and to substitute 
public ownership and regulation. Criti- 
cism of this kind undoubtedly does have 
that tendency ; but such criticism is not 
as widespread or serious as it is some- 
times supposed to be. A good deal of 
it is unfounded. Every investigation of 
a State Commission subjected to such 
general criticism, has resulted in favor 
of the Commission. Some persons have 
said that Commission regulation is in- 
effective, not through any fault of the 
Commissions but because the utilities 
have appealed from Commission de- 
cisions to the courts. Some say Com- 
mission regulation is ineffective because 
the Commissions disagree with them. 
This sort of hostility is very ancient. 

—R. L. 


“REGULATION OF ELectric Licht AND Power 
Uttities,” by Prof. C. O. Ruggles; also 
“An InpbucTIVE Stupy oF PusLticLy OwneEp 
AND OPERATED versus PRIVATELY OWNED 
But Recutatep Exectric Urtitities,” by 
Prof. H. W. Peck, with comment by Dr. 
John Bauer. Reprinted from the Procced- 
ings of the 41st Annual Meeting of the 
american Economic Association. 46 pages. 












































The March of Events 





Alabama 


Mobile Seeks Cheaper Gas 


HE Mobile city commission has moved 

to secure a reduction in the cost of gas 
service for consumers in that city. City At- 
torney Vincent F. Kilborn was directed on 
June 25th to take the matter up with the 
Public Service Commission. 

It is felt, says the Mobile Register, that 
the present gas rates are not only unjust 
to present Mobile consumers but have a di- 
rect bearing on the future industrial growth 
of the city. It has been pointed out that with 


the coming of new industries to the city, 
wage earners who will be employed in the 
different factories and plants will measure 
excessive rates for such living necessities as 
gas as a decreased wage. 

On the same date Commissioner Harry T. 
Hartwell spoke of the discussion that had 
taken place in recent months over the pros- 
pect of bringing natural gas into Mobile, but 
he said the status of that proposition created 
the indication that it would be at least a 
year or so before Mobile could expect to ob- 
tain such service. 


California 


Service After Expiration 
of Franchise 


A* injunction suit has been started by the 
city of Los Angeles against the Los 
Angeles Gas & Electric Corporation to re- 
strain the company from furnishing elec- 
tricity in the city to customers for purposes 
other than lighting. This is based upon the 
expiration of the company’s franchise for 
power and heating service in 1916. 

Superior Judge Collier on June 14th de- 
nied a motion by the city for judgment on 
the pleadings and denied in part a demurrer 
to the company’s answer. He also denied 
a motion by the city to define the issues in 
the case. 

The probability now is, says the Los Angel- 
es Times, that the case will be set for trial 


New Street Car Rates in 
Los Angeles 


: h~ Pacific Electric Railway on July Ist 
inaugurated its new system of monthly 
card passes on all its lines. Results of the 
first day’s experiment with the passes, which 
grant to the bearer unlimited riding privi- 
leges between the points covered by the tick- 
et and in the inner zone of Los Angeles, 
says the Los Angeles Examiner, were report- 


after Judge Collier returns from Santa Bar- 
bara, where he has been ordered by the Ju- 
dicial Council to hear a water case, the trial 
of which will last several months. 

Attorneys for the utility company assert 
that the company has a right to use the 
streets for furnishing electricity for both 
lighting and power since the city has slept 
on its rights since the expiration of the fran- 
chise. It is pointed out that no action was 
taken at the time of the expiration to ccom- 
pel the company to renew it; that the city 
stood by and allowed the company to spend 
millions of dollars for improvement and for 
equipment to furnish power to plants that 
use electric power; and that the city itself 
has bought power from the company. On 
these grounds it is alleged the city is es- 
topped to assert now any rights it might 
have had in 1916. 


ed as highly satisfactory by the company of- 
ficials. 

A material saving will be effected to pas- 
sengers forced to travel frequently between 
heavy commuting points under the new 
schedule. Those who use the monthly cards 
infrequently, on the other hand, will find the 
fares slightly higher. 

The monthly card can be used by any mem- 
ber of the family or even by a friend. No 
time limit is set on the number of times the 
pass can be used. 
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Investigation of Electric Rate 


HE Railroad Commission has announced 
1 formal investigation into rates now 
charged by the Pacific Gas & Electric Com- 
pany and the Great Western Power Com- 
pany for service in San Francisco and the 
East Bay District. This followed the ap- 
pearance of the companies at an informal 
hearing, with fourteen other public utilities 
of the state, on an order to show cause why 
such an investigation should not be started. 
Hearings have been scheduled for August 
27th and 29th. 

The Commission in its order stated that 
it was not satisfied with the showing made 


7 


by the utilities. Both companies placed their 
chief defense of the present rates in the ar- 
gument that the rate base used by the Com- 
mission in computing the rate of return is 
unfair and too low, it is stated in the San 
Francisco Chronicle. 

The Pacific Gas & Electric Company al- 
so maintained that the rate schedule placed 
in effect a year ago, in which there were a 
number of reductions, has not been in ex- 
istence long enough to obtain a true picture. 
In addition, the completion of the Mokel- 
umne project in 1931, it is stated, will add 
a large burden on the capital investment of 
the utility without a profitable income from 
the project for some years to come. 


District of Columbia 


Limits on Inquiry by Federal 
Trade Board 


T HE limitations on the powers of the Fed- 
eral Trade Commission in its inquiry 
into the affairs of the electric industry are 
outlined in a decision by District Judge John 
C. Knox in a case involving objections by 
the Electric Bond and Share Company to 
producing their books before the Commis- 
sion. 

The court ruled that company records 
would not have to be opened for unlimited 
examination but that the Commission may 
compel the attendance of such witnesses as 
may be regarded able to furnish information 
concerning the subject matter which the 
Commission has under investigation, and 
that such witnesses when called may be re- 
quired, subject to their constitutional im- 


Company Explains Proposed 
Street Car Fare 


ISUNDERSTANDING by many persons of 

the proposed increase in street car 
fares of the Capital Traction Company has 
resulted in the company placing in its cars a 
placard which it hopes will have the psycho- 
logical effect of changing the manner of ref- 
erence to the proposal as an attempt to get a 
10-cent fare. 


Probe of Gas Plant Sale 


HE purchase of the Washington Gas 
Light Company by new interests precipi- 


munities, to testify concerning their knowl- 
edge of such subject matter as is within the 
jurisdiction of the Commission. 

It was ruled that Congress had not, as yet, 
undertaken to regulate the interstate carriers 
of electricity in the same way as interstate 
common carriers are now supervised and 
controlled, and that the legislative right of 
the Federal Trade Commission to investigate 
companies engaged in the transmission of 
electric current over state boundaries, or 
their holding corporations, was hardly com- 
parable with that of the Interstate Commerce 
Commission with respect to interstate com- 
mon carriers. 

It was said that until particular documents, 
including books, became evidentiary, the 
corporation was not obligated to lay before 
the Commission its books and papers for 
scrutiny. An appeal to the higher courts is 
expected. 


The company states that it is asking for a 
new scale of fares: 4 tokens for 30 cents and 
10 cents cash. It goes on to say that if these 
rates are approved experience indicates that 
85 persons out of 100 will buy rides at the 
74-cent price. This would leave 15 out of 
100 persons to pay 10 cents, most of them 
not being regular daily patrons at all. The 
placard concludes: 

“Should our request be referred to as for 
a 10-cent fare?” 

“We don’t think so.” 


e 


tated an inquiry early in July to determine 
whether there might be an outside holding 
company in control in violation of the anti- 
merger law. A request for an investigation 
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was made to the Department of Justice, and 
that department approved the request and 
began work on the problem. 

Ralph B. Fleharty, people’s counsel, says 
the Washington Post, has expressed doubt if 
any beneficial results would accrue to the 
public by further investigation of the deal. 
He believes, it is said, that the new owners 
of the gas company intend to give consumers 
better service and reduced rates. The Post 
continues : 

“Whatever new rate schedule is worked out 
may provide for a minimum monthly charge 
of something like 75 cents, Fleharty said, but 
this would be justified because study had 
shown that persons who pay bills of 30 or 
40 cents a month do not pay for the cost of 


the service they get and the average consumer 
has to bear a share of the cost to the gas 
company. 

“None of the three Utilities Commission- 
ers would make any comment on the gas 
deal, but they indicated clearly that they 
were not one with Mr. Fleharty in readiness 
to give it their approval at this stage of the 
proceedings. 

“William W. Bride, corporation counsel 
and, as such, general counsel of the Utilities 
Commission, was equally reticent. Bride said 
that he was not entirely satisfied with the 
statement which had been given by F. §. 
Burroughs, of Harris, Forbes & Company, 
utilities investment concern, and James Piper, 
Baltimore lawyer, at a conference.” 


Indiana 


Strike by Phone Users 


Ww ae discontinuance of telephone 
service by subscribers of the Northern 
Indiana Telephone Company followed the ac- 
tion of the company on July Ist in raising 
rates 25 cents a month and discontinuing free 
toll service between certain exchanges. 

One notice alone, prepared at a mass meet- 
ing and signed by many of those present, or- 
dered 125 telephones removed and service 
discontinued immediately. 


Experiments in direct bargaining on rates 
and service between patrons and public utili- 
ties, says the Indianapolis News, came to 
grief when, after a three months’ armistice, 
during which a citizens’ committee attempted 
to arbitrate and patrons solicited additional 
subscribers to boost the phone revenues, the 
company found that it could not operate 
without increasing its rates. Those who for- 
merly solicited new subscribers, it is report- 
ed, then began to circulate blanks for signa- 
tures ordering the removal of telephones. 


Kentucky 


Louisville Fare Case 


N injunction restraining the city of 

Louisville from interfering with an in- 
crease in street railway fares was sought by 
the Louisville Railway Company in proceed- 
ings before Judge Charles I. Dawson which 
began on July 9th. 

As in most cases of this sort the chief 
points of difference between the railway and 
the city are the questions of a reasonable 
rate of return and a fair valuation upon 
which to base the return, with some interest 
in operating expenses. The city also ques- 
tioned the jurisdiction of the Federal court. 

The attorney for the city contended that 
the railway company had of its own volition 
entered into a contract, providing among 


other things that any readjustment of fare 
would come from the general council, or fail- 
ing there, from a court of competent juris- 
diction. He held that the company could 
get relief from the state courts. 

The railway is seeking to collect a fare of 
10 cents or 3 tickets for a quarter; 6 school 
tickets for a quarter; and policemen and fire- 
men free. 

The valuation estimated by the expert for 
the utility company was more than $30,000- 
000. It was estimated the gross increase 
asked for would be $526,000, of which $100,- 
000 would go to increase the company’s pay 
roll. Counsel for the company expressed the 
belief that it would be impossible to refinance 
the $6,000,000 worth of bonds a year hence 
unless it obtained the increase. 
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Louisiana 


Shreveport Gas Rate 


HE application of the city of Shreveport 
T ior a general readjustment of gas rates, 
particularly a decrease in the domestic rate, 
which has been before the Commission for 
more than two years, finally got under way 
before Commissioner Harvey G. Fields on 
June 22nd. Some evidence was introduced 
and the proceedings were adjourned until 
July 22nd. 

While the city is seeking a readjustment 
in favor of domestic consumers, the com- 
pany believes that it is entitled to a higher 
domestic rate on gas instead of a lower one 
because the continuation of the present rate 


or a lower one would amount to confiscation, 
according to a statement in the Shreveport 
Times. 

The city took the position that the com- 
pany was selling gas to large users at a rate 
below cost and that domestic consumers were 
being made to bear the burden to give the 
company a profit. 

In reply to this, says the Times, counsel 
for the company said that 85 per cent of his 
company’s investment was allocated to the 
domestic distribution system, while returns 
from domestic consumption actually equalled 
only 15 per cent of the company’s income. 
He declared that the large users of gas would 
use fuel oil if a higher rate were charged. 


Maryland 


Patrons Say Fare Increased 
Without Notice 


ATrons of the Washington, Marlboro & 

Annapolis Motor Line, Inc., which oper- 
ates busses between Washington and Mary- 
land Park, have filed a protest with the Com- 
mission based on an assertion that the rate 
of fare has been increased without notice to 
the passengers. 


Substitution of Busses for 


Street Cars 


HE Potomac-Edison Company, says the 
Washington Star, has filed application 
with the Public Service Commission for an 


The company, says the Washington Star, 
asserts that prior to April Ist tokens for the 
busses were sold 8 for $1; that on that date 
the company obtained permission in the Dis- 
trict of Columbia to sell the tokens 10 for 
$1 during a 2-month experimental period; 
that the Maryland passengers were volun- 
tarily given the benefit of the reduction dur- 
ing that period; but that on July Ist the to- 
kens were again sold 8 for $1. Commission 
action is being awaited. 


order permitting and approving the exer- 
cise of a franchise obtained from the mayor 
and city council of Cumberland eliminating 
nearly all the street cars in the city in favor 
of busses. It is proposed to eliminate prac- 
tically every street car in Cumberland, leav- 
ing only a few in the outlying sections. 


Massachusetts 


Gas Rate Hearing Postponed 


Eh operation of the proposed new rates 
sought by the Boston Consolidated Gas 
Company was suspended on June 29th by the 
Commission to August Ist. There was a 
similar postponement in proposed rates of 
the Fall River Gas Works Company, the 
Suburban Gas & Electric Company, and the 
Malden & Melrose Gas Light Company. 


Postponement until September 16th was 
granted for the hearing on the petition of 
customers of the New Bedford Gas & Edi- 
son Light Company for a reduction of rates 
for both gas and electricity. This postpone- 
ment, it is said, followed an agreement be- 
tween counsel for the petitioners and counsel 
for the company, inasmuch as the company 
had filed new schedules reducing the pres- 
ent rate. 
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Peace Declared in Holyoke 


Fe agreement whereby the controversy 
which has raged at a high tension over 
a period of several years between the Mu- 
nicipal Gas & Electric Department and the 
Holyoke Water Power Company, says the 
Holyoke Telegram, has been brought to an 
amicable cessation. 

The salient points of the agreement, the 
Telegram continues, were: 

“1. The agreement of the Holyoke Water 
Power Company to allow the G. and E. to 
construct a coke conveyor and steam pipe 
over the raceway from the gas works to the 
Hadley Mills plant now owned by the G 
and E. 

“2. The assignment by the G. and E. de- 
partment to the Holyoke Water Power of 
the 11 permanent mill powers accruing from 
the purchase of the Hadley Mills property, 
for a period of fifteen years in return for 
the Water Power Company’s agreement to 
sell to the G. and E. electrical energy 
equivalent to that which could be gen- 
erated at the Municipal plant by the 11 


e 


mill powers, at 3 mills a kilowatt hour. 

“3. That the company agrees, at the end of 
fifteen years, it will not question the right of 
the department to take away from the prem. 
ises electrical energy generated at the Mu- 
nicipal plant. 

“4. That a ‘gentleman’s agreement’ be- 
tween the two is entered into whereby the 
company may sell to any purchaser of elec- 
tricity in Holyoke who shall have installed 
upon his premises electrical apparatus having 
at least 100 H. P. capacity and who shall re- 
quire at least 100 H. P. of electrical energy 
when the plant is in normal operation, pro- 
vided, however, that the purchaser may use 
from time to time, not exceeding in any one 
time a period of twelve consecutive months, a 
lesser amount of electrical energy and fur- 
ther that no more than 15 per cent of the 
annual electrical consumption of the purchas- 
er may be converted and used by the pur- 
chaser upon the premises for lighting pur- 
poses. 

“5. That the pending equity suit of the 
City of Holyoke against the Holyoke Water 
Power Company be dropped.” 


Minnesota 


More Car Riders Needed to 
Reduce Fares 


C= railway fares in Minneapolis are at 
their peak, with prospects of going down 
if patronage of the street car system in- 
creases within the next year or two, the street 
railways and busses committee of the city 
council was told recently by T. Julian Mc- 
Gill, ‘vice president of the Minneapolis Street 
Railway Company. 

“The present fare is as high as the street 
railway company ever wants to go,” Mr. Mc- 
Gill said. “But the company must be able 
to make necessary additions and extensions 
as cheaply as possible to keep down the capi- 


Sale of Telephone Properties 
Starts Investigation 


HE announcement on July 4th that the 

properties of the Tri-State Telephone & 
Telegraph Company had changed hands 
through the sale of 80 per cent of the stock 
to Theodore Gary & Company, a Kansas City 
investment house, for a reported price of 
$200 a share, has aroused the interest of the 
State Commission and city officials. It is 
stated that the amount involved was approxi- 
mately $16,000,000, a profit of nearly $10,000- 


tal outlays. That cannot be done by provid- 
ing circuitous routes and hampering estab- 
lished lines to reach new sections. 

“We feel that the 10-cent cash fare and 
74-cent token is as high as the company can 
charge, although the rate has not produced 
revenue commensurate with the rate of re- 
turn set by the Federal Courts,” he went on. 
“Nevertheless, the lines are used largely by 
working people who are seriously affected by 
high street car rates, and we are not anxious 
to add to the burden. 

“For the present, I should say that the 
fares cannot be reduced. The traffic is not 
great enough. If, within the next year or 
two, the traffic should increase, we shall ap- 
ply for a reduction of the fare.” 


000 over the price paid for the controlling 
interests eighteen months ago. 

Commissioner C. J. Laurisch issued a 
statement on July 11th forecasting a probe 
by the Commission to determine whether 
rates are excessive and whether the new own- 
ers would expect to increase rates because of 
the large purchase price. Commissioner 
Laurisch said in part: 

“Only a few months ago the Tri-State 
Company was sold for considerably less than 
half of what it has now been sold for. 
am so convinced that its assets have no such 
value as its present selling price, yet the own- 
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ers will expect the people to pay charges so 
as to get returns on this inflated value. The 
time has come for our Commission to in- 
vestigate the assets of the company and fix 
its rates on the real value and protect the 
people of this state from being ‘duped’ by 
excessive local and long distance rates, to 
which they are now apparently subjected.” 

*. C. Bloemeyer, vice president of Theo- 
dore Gary & Company, denied that the sale 
was part of a plan to boost the rates. He is 
quoted as saying: 

“We have no intention of operating the 
Tri-State system other than in an efficient 
manner to give the very best telephone serv- 
ice at reasonable rates approved and sub- 
stantiated through the Railroad and Ware- 
house Commission. No one would wish to 
deny any reasonable return on the invest- 
ment that might come through unusually ef- 
ficient operating methods. When we pur- 
chased a majority interest in the Tri-State 


+7 


Telephone Company we did not take into con- 
sideration any increase in rates or any other 
factor except the extension of our telephone 
properties and our proven ability to operate 
them on a basis that would secure a reason- 
able return to our investors at reasonable and 
fair rates to the public.” 

The statement by Mr. Bloemeyer was en- 
dorsed by H. L. Gary, president of the Theo- 
dore Gary & Company. Mr. Gary also point- 
ed out that while the purchase in no way 
came under the jurisdiction of the Commis- 
sion because neither the valuation for rates 
or rate-making purposes were affected there- 
by, the company would nevertheless welcome 
any proper and unprejudiced investigation of 
the operations and earnings of the company 
that the Commission would care to make. 

The St. Paul city council has also started 
an investigation to determine whether tele- 
phone rates now are too high or whether 
a rate increase is contemplated. 


New Hampshire 


New Electric Rates Schedules 
Postponed 


yet rates for electric light and power 
proposed for Salem, Pelham, Laconia, 
and Keene and intended to be put into ef- 
fect July 1st, says the Manchester Union, 
have been suspended by the Commission until 
October Ist. 

Rate schedules proposed for Laconia and 
Keene by the Public Service Company of 


New Hampshire already have been published. 
For Salem and Pelham, the Fred D. Toot- 
ell Electric Company would establish a light- 
ing and heating rate of 17 cents for the first 
kilowatt hours, this dropping to 6 cents for 
all over 100 hours, with a 10 per cent dis- 
count on bills paid before the 10th of the 
month and a minimum monthly charge of 
$1.50. A yearly minimum is established of 
$12 and for summer residences, a minimum 
of $10 for the period from April Ist to Oc- 
tober Ist. 


Oregon 


Honorable Frank J. Miller, a retired busi- 
ness man of Albany, has been appointed to 
the Commission by the governor, and the 
Commission has unanimously elected him 


Death of Chairman Bean 


Te Oregon Commission has suffered the 
loss of its Chairman through the death 
of Honorable Louis E. Bean. He was a 
member of the committee of co-operating 
State Commissioners in the grain case, No. 
17,000, Part 7, and sat throughout the recent 
extended arguments in that proceeding. 


chairman. He formerly served upon the 
Commission from 1910 to 1918. Six years 
of that time he was an associate of Commis- 
sioners Clyde B. Aitchison and Thomas K. 
Campbell. 


e 


New Jersey 


Reaction to New Gas Rates 


pa satisfaction to all parties appears 
to have been found in the new gas rate 
schedule approved by the Board for the Pub- 


lic Service Electric & Gas Company. The 
schedule has been formally accepted by the 
utility company. 

President McCarter, of the company, said 
that although the schedule recommended by 
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the Board was not what the company had 
hoped to receive nor, in his judgment, what 
the utility had the right to expect, neverthe- 
less they had determined to accept the 
Board’s recommendation and give the new 
rates a fair trial. 

Mayor Samuel S. Kenworth, of Belleville, 
who was one of the leaders in the fight 
against the proposed rates, said he was sat- 
isfied to the extent that “half a loaf is bet- 
ter than none.” He said in part: 

“The problem has been a delicate one to 
handle inasmuch as many an industrial con- 
cern would benefit greatly under the proposed 
schedule of the Public Service. The new 
rate as suggested by the Utilities Commis- 
sion will give, I believe, even greater benefits 
to industries than originally anticipated un- 
der the Public Service rate. On the other 
hand the small user will not be penalized as 
much as was expected.” 


Mayor Frank J. Murray, of Orange, said 


that he was sorry to learn that the Commis- 
sion had seen fit to advocate increases in 
the case of small users, but that it was com- 
forting to know the increases asked for were 
not recommended. 

“A wave of indignation swept through 
Hudson and Bergen counties” after the an- 
nouncement of the revised schedule, accord- 
ing to a statement in the Hoboken Observer. 
One landlord, says that paper, immediately 
laid plans to serve gas to his tenants as part 
of the rent service, while a flood of letters 
of protest against the new rates began to 
come into the Observer office. 

Notwithstanding the excitement on the 
part of some opponents of the increase, an 
inspection of the new rate schedules shows 
that a maximum rise per month in any case 
is only 47 cents, while as larger amounts of 
gas are used, the increase over former rates 
is less, and after a certain stage there is a 
decrease in rates. 


New York 


Investigation of Public 
Utility Law 


HE commission appointed by the legisla- 
ture to investigate the operation and ef- 
fect of the Public Service Commission Law 
opened its sessions on July 15th. State 
Senator John Knight is chairman of the 
commission and Colonel William J. Dono- 
van, former assistant attorney general of the 
United States, has been appointed counsel. 
The commission consists of three ap- 
pointees by Governor Roosevelt and six 
members elected by the senate and the as- 
sembly. The commission has been charged 
to make a thorough survey, examination, 
and study of the Public Service Commission 


Report on Power Merger by 
Attorney General 


A General Hamilton Ward on July 
15th made a report to Governor Roose- 
velt on the merger of three up-state power 
companies into the $450,000,000 Niagara Hud- 


son Power Corporation. This was in re- 
sponse to a request by the governor to in- 
vestigate the merger. Mr. Ward, however, 
gave no opinion as to the legality or desira- 
bility of the merger. 

The attorney general outlined the pertinent 
laws and court decisions interpreting them. 
He indicated that there might be some de- 
sirable changes in the law in order to secure 


laws of New York state and other states 
for the purpose of ascertaining whether the 
Commission law of the state accomplishes 
the object for which the system of state regu- 
lation was established. 

Senator Knight, says the New York World, 
has stated that the commission would pro- 
ceed in a sane, orderly, and detailed manner 
to survey the whole problem, with a view to 
recommending legislation that will be con- 
structive and guarantee to the public safe 
and adequate service at just and reasonable 
rates; to the stockholders of public service 
corporations a fair return upon their invest- 
ment; and to the underwriters and other 
creditors protection against impairment of 
the security of their loans. Much interest in 
this inquiry is being manifested. 


greater control over holding companies. He 
stated that he was prepared to express an 
opinion as to whether or not the proposal 
of the Niagara Hudson Company constituted 
a violation of any state laws but before do- 
ing so he wished the governor to examine 
the report and advise him whether there 
were any other facts or decisions which the 
governor wished him to consider. 

The report noted the tendency towards 
consolidation. It was pointed out that in 
1928 sixteen companies acquired the property 
or capital stock of thirty-four corporations 
or individuals owning gas or electric plants; 
that in 1927 twenty-two companies acquired 
the holdings of fifty-three plant owners; that 
in 1926 twenty-six companies acquired sixty- 
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eight; that in 1925 twenty-one companies ac- 
quired fifty; and that in 1924 twelve com- 
panies acquired forty-eight. 

The Commission, it was said, had generally 
approved the consolidations on the ground 
that they permitted greater conservation of 
resources, greater utilization of existing fa- 
cilities, and avoided duplication of generative 
and transmission facilities. 

He pointed out that the power to fix rates 


continued to rest wholly in the Commission 
and that the courts have held that the basis 
for rates does not depend upon the capital 
issues of the operating company alone but 
on the value of the property used and useful 
in the rendition of public service. So far as 
he could discover, he said, there had been no 
important change in rates following any of 
the consolidations. No complaints, he said, 
had been made to his office. 


Oklahoma 


Offer of Business Gas to 
Oklahoma City 


inst definite action toward obtaining 

lower natural gas rates for Oklahoma 
City industries, says the Oklahoma Okla- 
homan, came recently when operators in the 
local oil and gas field offered the Chamber 
of Commerce gas at 12 cents a thousand 
cubic feet as compared to the 15-cent rate 
charged by the Oklahoma Natural Gas Com- 
pany. 

Under the proposed plan gas would be 
piped from the present field south of the city 


around to the western city limits and would 
permit any industry or groups of industries 
to connect their lines on the pipe at the 12- 
cent rate. 

The Chamber of Commerce directors at the 
same time unanimously adopted a resolution 
calling on the Corporation Commission to 
check the “wanton waste of this great natural 
resource.” The resolution “deplored the waste 
of gas in the Oklahoma City field by allow- 
ing wells to blow wild,” and called on “city 
officials to use their utmost endeavor to in- 
duce the Corporation Commission and, if 
necessary, the courts to put a stop to this 
wanton waste.” 


Pennsylvania 


to expend $5,598,000 to get its pipes laid in 
the first unit of construction, which repre- 
sents only about 15 per cent of the entire 


Lease of Power Plant to 
Steam Company 


PETITION has been filed with the Commis- 
sion by Edward H. Reuss, Jr., president 
of the Philadelphia Steam Company, for ap- 
proval of negotiations under way with the 
Pennsylvania Railroad for a lease of the lat- 
ter’s power house under construction at 30th 
and Race streets. 
Mr. Reuss told Commissioner Benn, ac- 
cording to a statement in the Philadelphia 
Public Ledger, that the steam company plans 


Hearings Resumed in 


Water Case 


OE pe gees in the investigation of the rates 
of the Scranton-Spring Brook Water 
Company were resumed before the Commis- 
sion on July 9th. Testimony was introduced 
to show that the company was receiving 
$484,866 more annually under the temporary 
rates in the Luzerne county district. 

A rate expert appearing for the complain- 


area in which it proposes to operate. More 
than $30,000,000 ultimately will be expended 
for mains and conduits in the area bounded 
by 40th street, Broad street, Girard avenue, 
and South street. 

The new power plant of the Pennsylvania 
Railroad which the steam company has of- 
fered to lease is being built to supply heat 
and power to the railroad’s new passenger 
station which is located on the west bank of 
the Schuylkill. 


ants against the company testified that his 
experience had shown that the upkeep cost of 
a water meter does not exceed $3 a year. He 
said that while he believes the so-called serv- 
ice charge to be unjust, he approves the mini- 
mum charge system under which a consumer 
must pay for the minimum amount of water 
whether used or not. 

The attorney for complainants notified the 
Commission on July 11th that the complain- 
ants’ case was complete. He asked the right, 
however, to introduce other exhibits should 
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he - that matters had not been fully cov- 
ered. 

There was considerable evidence in regard 
to valuation and there was cross-examina- 
tion of the witnesses presenting this material 
before the Commission. 

Proceedings were adjourned, with the 
statement by Commissioner Brown that the 
Commission would fix a date for resumption 
at as early a date as possible. It was made 
known by the attorney for the company that 


the utility plans to place a number of wit- 
nesses on the stand in rebuttal; so there may 
be more than one session in addition. 

The final arguments will not come until 
late fall, and it appears almost certain, says 
the Scranton Times, that no matter which 
side is favored by the Commission’s decision 
the whole issue will ultimately land in the 
state supreme court, with the possibility that 
it may travel from there to the United States 
Supreme Court. 


Rhode Island 


Summer Residents Protest 
Against Phone Rates 


UMMER residents of the town of Narra- 
gansett have protested against the re- 
quirement of the New England Telephone & 
Telegraph Company that payment be made 
for four months in advance. George A. Car- 
michael, secretary of the Commission, has 
been investigating the protest. 
Phone subscribers, says the Providence 


News, have forwarded objections to Gover- 
nor Case, in which they object to the advance 
payment and contend that if required to pay 
in advance they are entitled to interest at 
6 per cent in the form of a discount on 
the entire protested bill. 

The plan is reported under way to organ- 
ize among the summer colonists a Seasonal 
Subscribers Protective Association to com- 
bat the methods of billing now used by the 
telephone, electric light and water companies 
in the town. 


Tennessee 


Removal of Tax May 
Lower Rates 


G* rates in Nashville may be lowered, 
says the Nashville Tennessean,—proba- 
bly as much as 35 or per cent. If the 
reduction comes it will be as a result of a 
decision by Chancellor R. B. C. Howell on 
July 5th sustaining an injunction restraining 
the city of Nashville from collecting, and the 


Nashville Gas & Heating Company from 
paying, a 5 per cent tax on the company’s 
annual gross receipts. Chancellor Howell 
held the exaction of such a tax was unlaw- 
ful and void. 

The rate for gas was fixed by city ordi- 
nance in 1911 at a maximum of $1 per thou- 
sand feet, but the rate has since increased to 
$1.60. The tax has been $35,000 to $40,000 
annually, and its removal will lower operat- 
ing expenses charged against consumers. 


West Virginia 


Monongahela Company Asks 
Higher Rates 


4 y~ Monongahela West Penn Public 
Service Company, of Fairmont, has ap- 
plied to the Commission for an increase in 
gas rates charged consumers at Morgantown, 
Westover, Riverside, Star City, Sabraton and 
in rural communities in Monongalia county. 
The company has stated that the present 
rates do not give an adequate return on the 
investment, and that they are not on a par 
with rates charged in other communities 


served by it. A hearing date has been set 
for August 13th. 

Some industrial consumers, it is stated in 
the Morgantown New Dominion, have an- 
nounced that they cannot afford an increase 
in rates and will close their plants if the 
increase is granted. 

Following the application, city officials of 
Morgantown announced their opposition; 
and it has been alleged that the company 
is operating without a franchise, since the 
franchise of its predecessor expired about 
two years ago. Whether this will affect the 
rate proceedings remains to be seen. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES. 


RE EDISON ELECTRIC ILLUMINATING COMPANY. 
[D. P. U. 3402.] 


Rates — Specific rates — Electric power. 
1. It is not advisable to make orders in relation to specific power 
rates without giving consideration to the entire structure of the power 
rates unless such a rate appears to effect discrimination, p. 2. 


Rates — Electricity — Promotional rate. 

2. Differentials in rates based solely upon the use to which elec- 
tricity is to be applied, such as the promotion of the sale and use of 
appliances, without regard to other factors, are not as a general rule 
to be favored as they may result in unreasonable discrimination, p. 2. 


{April 12, 1929.] 


Petition of certain electric customers for the restoration of 
a specific rate; dismissed. 


By the Department: This is a petition praying that the 
Edison Electric Illuminating Company be required to restore 
rates cancelled by the company on August 16, 1928, which were 
applicable to residences and included in the tariff designated 
“Miscellaneous Energy Rate H.” This provided for a rate of 
84 cents per kilowatt hour for the first 20 kilowatt hours per 
month used, 3 cents per kilowatt hour for the next 10,000 kilo- 
watt hours per month, and 1.15 cents per kilowatt hour, plus 
coal charges, for any excess. The rate was available in private 
dwellings or apartments for domestic hot water supply, or for 


heating or cooking devices of not less than 1,650 watts rated 
P.U.R.1929D 1 
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capacity each, excepting that customers who installed or con- 
tracted for H Rate circuits prior to June 15, 1927, could use 
on these circuits any domestic appliances and apparatus except- 
ing lighting or motors exceeding one horse power in size. 

The Department, on June 13, 1928, P.U.R.1928D, 859, 
ordered that subsequent to August 15, 1928, rates then described 
as Residence Rate B, which had been restricted to customers 
where more than 20 kilowatt hours per month were used for 
domestic appliances or apparatus, should be reduced and made 
applicable to all residential customers. The effect of this order 
was to make the use of electricity in residences cheaper than 
under Rate A which was the rate applicable to lighting, and 
Rate H, used in combination, except as to a limited number of 
customers whose power requirements, to which Rate H would 
apply, were very large, and whose use of electricity for lighting 
purposes was relatively small. The company thereafter can- 
celled the rates applicable to residences under Rate H. 

[1, 2] This Department has not heretofore undertaken to regu- 
late rates below the maximum rates except where such rates ap- 
peared to effect discriminations, and we do not deem it advisable 
to make orders in relation to specific power rates without giving 
consideration to the entire structure of the power rates. Rate H 
applied in residences solely to heating purposes and to domestic 
appliances and apparatus other than lighting where the H Rate 
circuits had been contracted for prior to June 15, 1927. In our 
judgment the rate had no justification other than upon the ground 
that it was a rate designed to promote the sale and use of ap- 
pliances. Differentials in rates, based solely upon the use to 
which the electricity is to be applied, without regard to other 
factors, are not, as a general rule, to be favored as they are apt 
to result in unreasonable discriminations. Moreover, the rate 
involves separate circuits and more than one meter. The only 
argument that appeals to us in favor of the restoration of this 
rate is that persons were induced to purchase and install electric 
appliances, relying upon the rate. In view, however, of the 
present B Rate being more favorable to the great majority of 
the domestic customers, we do not think that we should require 


the company to restore the rate when it involves unnecessary 
P.U.R.1929D. 
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utilization of meters and circuits and where generally it becomes 
a preferential rate, when, under its operation, the cost of the 
electricity to the customer is less than it would be under the 
B Rate. 

Accordingly, it is ordered, that the petition be and hereby is 
dismissed. 





UNITED STATES DISTRICT COURT, D. NEW JERSEY. 


PLAINFIELD-UNION WATER COMPANY 
v. 
BOARD OF PUBLIC UTILITY COMMISSIONERS OF 
NEW JERSEY. 


(30 F. (2d) 846.) 


Valuation — Overheads — Water utility. 

1, An allowance of 15 per cent to be added to the depreciable 
physical assets of a water utility was made for general overheads in a 
valuation for rate-making purposes, p. 20. 

Valuation — Working capital — Water utility. 

2. An allowance of $100,000 was made for working capital of 

a water utility having a total rate base of $4,400,000, p. 22. 
Valuation — Going value — Water utility. 

3. An allowance of 10 per cent of the physical property of a water 
utility was made for going concern value, p. 22. 

Valuation — Organization — Franchise costs — Water utility. 

4. No allowance was made for organization and cost of franchises 
in computing the rate base of a water utility, p. 22. 

Return — Percentcge allowed — Water utility. 

5. A return of approximately 74 per cent on the fair value of a 

water utility was held not to be unreasonable, p. 25. 
Valuation — Water rights. 

6. Valuations of water rights by a company, tentatively submitted 
to the Commission for the purpose of securing immediate relief, were 
held not to estop the utility from showing the true value of its rights 
in subsequent proceedings, p. 30. 

Valuation — Reproduction cost — Cast iron pipe. 

7. A single sale on a specific date of a certain quantity of cast 
iron pipe at a certain price per ton was held not to be conclusive on 
the question of the value of cast iron pipe as a basis for calculating the 
value of a water utility for rate-making purposes, p. 31. 

Valuation — Mains paid for by customers — Refund of deposit. 
8. Funds deposited with a water company when it was requested 
P.U.R.1929D. 
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to extend mains in order to assist community development need not be 
deducted from the property account in computing the rate base, where 
such deposits are to be returned to the depositors as soon as the mains 
become profitable, p. 31. 


[April 17, 1928.] 


Suit rv Equity by a water company to restrain the Board of 


Public Utility Commissioners from enforcing a rate order; de- 
erce for the complainant and report of Special Master approved. 
See also 30 F. (2d) 859, P.U.R.1929D, 50. 


The report of the Special Master was as follows: 


To the Honorable the Judges of the District Court of the United 
States for the District of New Jersey: 

The report of Charles F. Lynch, Special Master, appointed in 
the above cause on November 10, 1926, whereby he was directed 
to “find and report the facts to this honorable court with his 
recommendations,” is hereby submitted with the testimony taken 
stenographically, which has been transcribed, together with the 
exhibits offered by the parties. 

At the outset I desire to state that this cause of action is quite 
similar to the suit brought by the Middlesex Water Company 
against the same defendant, which resulted in a decree affirming 
the Special Master’s report. (D. C.) 10 F. (2d) 519, P.U.R. 
1926C, 707. The Middlesex Case will frequently be referred to 
during the course of this report. In fact, I have decided to 
arrange the form of this report somewhat in line with the form 
adopted by Special Master Dawes. This, I believe, may assist 
your honors, if comparison becomes desirable. 

The plaintiff in this case was created by a consolidation agree- 
ment dated September 21, 1906, made by and between the fol- 
lowing two corporations: The Plainfield Water Supply Company 
and the Union Water Company. 

The Plainfield Water Supply Company was created by a special 
act of the legislature of the state of New Jersey, passed April 
2, 1869 (chapter 244 of the Pamphlet Laws of 1869, p. 1318) ; 
the charter authorizing the company to construct works and sup- 
ply water in Plainfield and adjoining towns. 


The Union Water Company was created by a special act of the 
P.U.R.1029D. 
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legislature passed March 17, 1870 (chapter 380 of the Pamphlet 
Laws of 1870, p. 788). This company was authorized to supply 
water throughout Union county. 

The testimony is to the effect that neither of these companies 
really did anything prior to 1890 except meet, organize, and 
make tentative efforts to construct waterworks—simply prelim- 
inary investigations and inspections. 

There was a third company, known as the Plainfield Water- 
works Company, formed early in 1890, under the General Water 
Company Act of 1876 (P. L. 1876, p. 318), which company 
purchased land at Netherwood, New Jersey, drove 20 wells there- 
on, and began the construction of the present pumping station. 
This company, running short of funds, did not finish the under- 
taking. On August 4, 1890, the Plainfield Water Supply Com- 
pany bought the property of the Plainfield Waterworks Company 
and proceeded to complete the waterworks which had been started 
by the Plainfield Waterworks Company. The Plainfield Water 
Supply Company constructed waterworks in the city of Plain- 
field and, extending its mains over into North Plainfield, began 
supplying water for domestic use in August, 1891, using the 20 
wells at Netherwood which had been driven by the Plainfield 
Waterworks Company. 

Mr. Frank Bergen became president of the Plainfield Water 
Supply Company on August 4, 1890, and continued as such until 
the consolidation agreement of September, 1906, hereinbefore 
referred to. 

In 1891, Mr. Bergen acquired control of the Union Water 
Company, which company in 1892 laid a main from the Nether- 
wood pumping station to Elmora, a distance of about 10 or 11 
miles, and constructed lateral systems of mains in the towns 
intervening between Elizabeth and Plainfield. The Union Water 
Company began to supply water in 1892, establishing the same 
rates that the Plainfield Water Supply Company had established, 
which rates, so established, continued and remained in effect 
until the year 1924. 

The plaintiff owns and operates waterworks in the cities of 
Plainfield, Elizabeth, and Linden, in the townships of Fanwood, 
Cranford, and Clark; the town of Westfield; the boroughs of 
P.U.R.1929D. 
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Fanwood, Garwood, Kenilworth, Roselle, and Roselle Park; and 
in that part of the city of Elizabeth known as Elmora, in the 
county of Union; the borough of North Plainfield and township 
of North Plainfield, in the county of Somerset; and the township 
of Piscataway in the county of Middlesex. 

The 16 municipalities served contain a population of about 
85,000 at present, and it is not denied that they are increasing 
very rapidly in population, probably at the rate of 4,000 a year. 

The source of water supply of the plaintiff is at a place called 
Netherwood, a local name for the eastern part of the city of 
Plainfield, where the plaintiff owns about 30 acres of land upon 
which wells were driven in 1890 which have been used continu- 
ously ever since. Netherwood is located about in the midst of 
30 municipalities. The wells there yield about 8,000,000 gal- 
lons of water a day which is conveyed by mains of the company 
to the various municipalities supplied. In 1890, the population 
of this same territory was about 18,000 and the value of the prop- 
erty at that period, according to the assessments made by taxing 
officers, was about $13,451,687. In 1926, the assessed valuation 
of property was approximately $184,201,266. 

The mains of the plaintiff, the Middlesex Water Company, 
and the Elizabethtown Water Company are all connected. Mr. 
Frank Bergen is president of the Middlesex Water Company 
and of the plaintiff, and is counsel for the Elizabethtown Water 
Company. 

About fifteen years ago the Middlesex Company and the 
Elizabethtown Company and the plaintiff selected an additional 
source of water supply at the junction of the Millstone and 
Raritan rivers in Somerset county, the estimated cost of which 
would be about $5,000,000. This project, however, has not been 
proceeded with. In the first column of page 520 of 10 F. (2d), 
P.U.R.1926C, 707, in the Middlesex Case, Special Master Dawes 
refers to this proposed project more in detail. The plaintiff’s 
proportionate share of the cost of this development would be about 
$1,500,000. 

The 16 municipalities mentioned are solely dependent on the 
water supplied to them by the plaintiff from its wells, which, by 


the way, are now very severely taxed. There will undoubtedly 
P.U.R.1929D. 
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come a time, perhaps in the very near future, when the company 
and its associated companies will not be able to furnish, from 
their present sources of supply, water to meet the needs of the 
growing communities. It would seem under all conditions ad- 
visable to encourage the water companies to develop the new 
source proposed at the junction of the Raritan and Millstone 
rivers, which, so far as it appears from the evidence before me, 
is the only new source now available. 

In 1891, when the original rates were established, they were 
fixed at $18 a year for supplying fixtures commonly used in cot- 
tages, which was slightly less than the average charged for the 
same service by water companies in the neighboring cities or 
municipalities. These same rates remained from their estab- 
lishment until 1923, when on November 19th of that year, the 
plaintiff filed with the defendant a schedule increasing its rates 
to take effect January 1, 1924. This schedule was suspended by 
the defendant on December 12, 1923, and hearings ensued. 

The defendant is a Commission of the state of New Jersey 
possessing regulatory powers over the services rendered and rates 
charged by the public utilities of the state. 

This 1923 schedule of rates so filed was based on a valuation 
of plaintiff’s property of $3,800,000 exclusive of the plaintiff’s 
source of water supply, the value created by the consolidation 
agreement made in 1906 and the value of the favorable location 
of the plaintiff’s property in 16 rapidly growing municipalities. 
The plaintiff reserved the right to claim the full value of its 
property if and when deemed advisable. After hearings the 
defendant Board, on May 22, 1924, XI N. J. P. U. C. R. 415, 
431, P.U.R.1924D, 489, 505, filed its report or decision fixing 
the value of the plaintiff’s property for rate-making purposes at 
$3,337,000 and prescribed a schedule of rates which, it asserted, 
would yield to the plaintiff 74 per cent on that sum, if paid in 
full. A 10 per cent reduction for inadequacy of service was 
also ordered as will be observed by reading the conclusions of 
the defendant which follow: 

“1. That the value of the property of this company for the 
purpose of determining rates, as of December 31, 1923, is 


$3,337,000. 
P.U.R.1929D. 
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“2. That a fair gross return for this company to receive on 
said valuation, subject to the provision that the service rendered 
by it shall be safe, adequate, and proper, is $250,000. 

“3. That the rates filed by the petitioner are unjust, and un- 
reasonable, and are disapproved. 

“4, That the petitioner shall be afforded relief by increased 
rates. 

“5. That the service has not been up to the standard of being 
reasonable, sufficient, and adequate and that the value of the 
existing service is best reflected by deducting 10 per cent from 
the schedule of rates hereinafter set forth, which schedule, as 
indicated, is based upon normal service. 

“6. That the following schedule of rates is just and reason- 
able: [Schedule not copied. ]” 

The plaintiff protested but operated under this schedule of 
rates, so filed by the defendant, for a period of about two years. 
It now alleges that in 1924 it was not able to earn more than 
5.06 per cent and in 1925 not more than 5.04 per cent on the 
valuation of the property so fixed by the defendant on May 22, 
1924, supra. 

On May 24, 1926, the plaintiff filed a petition with the de- 
fendant asking the right to charge the full schedule of rates 
allowed by the Board, to eliminate the 10 per cent discount for 
water service charges referred to in paragraph 5 of conclusions 
hereinbefore recited, and also to amortize the deficits occasioned 
since the decision of the Board of May 22, 1924, supra, by the 
10 per cent reduction of rates and by other deficiencies in rate, 
together with the cost of the rate case. 

After hearings, the defendant, on June 10, 1926, ordered that 
the rates prescribed by the order of May 22, 1924, supra, be 
charged by the plaintiff without deduction of tlie discount re- 
ferred to in paragraph 5 of the conclusions hereinbefore recited. 

On August 26, 1926, XII N. J. P. U. C. R. 451, P.U.R. 
1927A, 122, the Board issued a second or supplemental order 
holding as follows: 

“1. That the petition of the Plainfield-Union Water Company 
to amortize 1924 and 1925 deficits and rate case expenses ag- 


gregating $205,961.63 by an increase in rates for a 2-year period 
P.U.R.1929D. 
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beginning with October, 1926, quarterly billing, be and the same 
is hereby dismissed. 

“2. That the said Plainfield-Union Water Company be and 
is hereby authorized to recoup from rates an amount of $91,189 
representing the deficits below a reasonable return during 1924 
and 1925, by reason of the rates heretofore prescribed by this 
Board and for the expenses of its 1924 rate case. 

“3. That said amount of $91,189 may be amortized by a sur- 
charge of 5 per cent to be added to the existing schedule of all 
rates of the Plainfield-Union Water Company until such time 
as the excess revenue produced by such surcharge shall have 
equaled said sum of $91,189. 

“4. That the said Plainfield-Union Water Company shall im- 
pose said surcharge on bills for water beginning with the quarter 
following July 1, 1926, and continue the same until such time 
as said amount of $91,189 shall have been amortized by excess 
revenue produced by said surcharge of 5 per cent and no longer. 

“5. That the said Plainfield-Union Water Company shall 
make quarterly reports with respect to the amount received by 
it from the said surcharge of 5 per cent in the manner more 
particularly set forth in the decision on which this order is based. 

“6, That no part of the $35,691 of rate case expenses provided 
for in said sum of $91,189 shall be charged to expenses but shall 
be charged directly to the company’s corporate surplus account. 

“This order shall become effective September 1, 1926.” 

Thereafter, on October 1, 1926, the plaintiff filed its bill in 
this court alleging that the order of May 22, 1924, XI N. J. 
P. U. C. R. 415, P.U.R.1924D, 489, even as modified by the 
order of June 10, 1926, and also the order of August 22, 1926, 
worked and work a confiscation of the plaintiff’s property, in 
that they are based on an inadequate valuation of the plaintiff’s 
property, and under the existing schedule of rates, the plaintiff 
is unable to earn more than 34 per cent of the value of its prop- 
erty used and useful in its business. 


Value. 


The issue is practically the same as the issue presented by 


the Middlesex Case and the vital question is one of value. I 
P.U.R.1929D. 
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do not propose to restate the numerous decisions quoted by Spe- 
cial Master Dawes under this heading. A reference to them, 
I believe, is all that is required here. Judge Rellstab, in his 
opinion afirming the report of Special Master Dawes at page 
534 of 10 F. (2d), P.U.R.1926C, 707, in next to the last para- 
graph, recognized the right of a utility company to be afforded 
an opportunity through reasonable rates to earn, not only enough 
to produce a fair return on the value of its property, useful and 
used in the public service, but enough more to enable it to secure 
the capital necessary to install facilities adequately to care for 
the increasing demands of a constantly growing population. 

I quote only from the later case of McCardle v. Indianapolis 
Water Co. 272 U. S. 400, 411, 412, 71 L. ed. 154, P.U.R.1927A, 
15, 24, 25, 47 Sup. Ct. Rep. 144, 149, as follows: 

“Undoubtedly, the reasonable cost of a system of waterworks, 
well-planned and efficient for the public service, is good evidence 
of its value at the time of construction, and such actual cost will 
continue fairly well to measure the amount to be attributed to 
the physical elements of the property so long as there is no 
change in the level of applicable prices, and, as indicated by the 
report of the Commission, it is true that, if the tendency or trend 
of prices is not definitely upward or downward and it does not 
appear probable that there will be a substantial change of prices, 
then the present value of lands plus the present cost of construct- 
ing the plant, less depreciation, if any, is a fair measure of the 
value of the physical elements of the property. The validity 
of the rates in question depends on property value January 1, 
1924, and for a reasonable time following. While the values of 
such properties do not vary with frequent minor fluctuations in 
the prices of material and labor required to produce them, they 
are affected by and generally follow the relatively permanent 
levels and trends of such prices.” . . . Moreover, there is 
nothing in the record to indicate that the prices prevailing at the 
effective date of the rate order were likely to decline within a 
reasonable time—one, two, or three years—to the level of the 
average in the ten years ending with 1923. And we may take 


judicial notice of the fact that there has been no substantial 
P.U.R.1929D. 
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general decline in the prices of labor and materials since that 
time. The trend has been upward rather than downward.” 
In determining the questions involved many elements will be 
considered. 
Original Cost. 


As to the historical or book cost, the testimony is to the effect 
that the original cost as of January 1, 1927, was $2,653,576, 
exclusive of the item for good will amounting to $281,000, which 
was written into the books and stock issued therefor at the time 
of the consolidation agreement creating the plaintiff. Upwards 
of $1,000,000 of this book cost: was expended between 1916 and 
1926—a period of high prices. These figures represent the 
actual cost new without depreciation. 


Stocks and Bonds. 


Return Computed on Stocks and Bonds of Plaintiff as Shown in Report to 
Defendant, 1926. 


The total bonds outstanding $1,591,800 
And a floating indebtedness of 190,000 


$1,781,800 
NE BOON DD: kok. hens cctews c0c0sdedenesencrdes ania -- 1,144,600 


$2,926,400 
Patevest on bombs 6. ...0.cccccccsece ee $95,508 
Interest on floating debt 


$106,908 
The gross revenue is 


Operating expenses, taxes, and allowances for deprecia- 
tion are ...cccoee ecccccccece ecccccce 272,905 


$281,185 
Bond interest and interest on floating indebtedness ... 106,908 


Leaving fer GivGeREs. 22 cccsccccedcccscsscs ee $174,277 


Inventory and Appraisals Showing Cost of Reproduction 
at Present Prices. 


The plaintiff submitted an inventory, prepared by Hagenah & 
Ericson, of Chicago. It is not asserted that this inventory is not 
a substantially accurate list of the physical property of the 
plaintiff. Dr. Dorsey, of the firm of Hagenah & Ericson, spot 
checked it, and, finding the parts checked to be correct, assumed 
that the whole inventory was correct. Dorsey, and men working 
under him, then collected information with respect to the costs 
P.U.R.1929D. 
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and value of the various items which went to make up this in- 
ventory as of January 1, 1927. Dorsey, after accumulating this 
information, turned it over to Mr. Hagenah, who ascertained or 
formed an opinion of the other elements of value to be added 
to the cost of reproduction of the physical property, for the pur- 
pose of determining the value of the entire property and testify- 
ing with respect thereto. Hagenah, who, by the way, was a wit- 
ness in the Indianapolis Water Company Case, just referred to, 
is a man of very wide experience in appraising the value of utili- 
ties. He has been connected with a number of important cases 
in the past, and has been employed by both cities and Boards of 
Public Utilities Commissioners throughout the country, as well 
as by banks and insurance companies, for the purpose of passing 
upon the value of securities offered for sale by utilities. Hagenah 
inspected the property of the plaintiff, after the preliminary 
work had been done by Mr. Dorsey and the subordinates, and 
fixed his opinion of the value of the property at $5,407,350, after 
deducting $299,246, for depreciation, but not including the value 
of the source of water supply. 

The plaintiff also called Mr. Cornelius C. Vermeule, a con- 
sulting engineer with almost forty years’ experience in hydraulic 
engineering, who has constructed waterworks at various places 
in New Jersey and other Eastern states. He is at present advis- 
ing the city of New York concerning a supply from driven wells 
on Long Island. Vermeule has examined the property of the 
plaintiff from time to time during the last few years. He testi- 
fied that the value of the property of the plaintiff, without 
depreciation and not including the value of the source of water 
supply, was $6,107,316. He fixed the value of the source of the 
water supply at between $1,000,000, and $1,125,000, and he 
found the actual observed depreciation to be the total of $40,- 
493.06; no theoretical depreciation allowance being considered 
by him. 

Mr. Fred G. Gordon, a consulting engineer of Chicago, who 
has had considerable experience in appraising waterworks prop- 
erty, including reservoirs, pumping stations, wells, dams, etc., 
as well as other utilities, was called by the defendant. He sub- 


mitted an appraisal, based on the inventory of Hagenah & Eric 
P.U.R.1929D. 
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son, and gave his opinion that the reproduction cost, exclusive of 
going value, amounted to $4,240,232, and that the present value, 
exclusive of going value, amounted to $3,778,536. 

There was also produced, by the defendant, Professor Weston 
E. Fuller, formerly of the firm of Hazen & Whipple, consulting 
engineers of New York city, and now professor of civil engi- 
neering at Swarthmore College, who has had considerable ex- 
perience as general supervisor of waterworks at a great many 
places, and who has, at one time or another, valued most of the 
large water companies located in the state of New Jersey. He, 
like Mr. Vermeule, was probably more familiar with local condi- 
tions, than his associate ‘expert from Chicago. Professor Fuller 
took the Hagenah inventory, and, using substantially all, if not 
all, of it, placed the cost of reproduction value, including working 
capital, materials, and supplies, at the amount of $4,263,619. 
He deducted depreciation, amounting to a total of $890,770, 
making the cost of reproduction, less depreciation, the sum of 
$3,243,677. 

These four expert appraisers, in making up their valuations, 
adopted some building and land values furnished by other wit- 
nesses, who testified regarding local values. 

In the Middlesex Case, 10 F. (2d) 519, P.U.R.1926C, 707, 
Special Master Dawes had two appraisals before him which were 
not very far apart. Mr. Dawes adopted one of the two appraisals 
submitted to him. But there are four distinct valuations before 
me, with very wide differences, as will be observed by a reading 
of the following summary: 

Summary of Four Experts Not Including Value of Water Rights. 
Present Cost 


Present Deprecia- after 
Cost New tion Depreciation 
Hagenah $5,706,596 $299,246.00 $5,407,350 
Vermeule 6,107,316 40,493.06 6,066,823 
Gordon ceccccccccccccccccccccce *4,240,232 461,696.00 *3,778,536 
Fuller 4,263,619 890,770.00 3,243,677 


* Exclusive of going value. 
It, therefore, becomes necessary for me to analyze and consider 
the appraisals submitted, item by item, in order to reach a con- 


clusion as to the present value which I must fix and determine 
P.U.R.1929D. 
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from all of the evidence. A further illustration of the very wide 
difference between these appraisers, or some of them, appears in 
the very first item in respect to wells. The following is a sum- 
mary: 


Reproduc- Deprecia- Present 
tion Cost tion Value 


Hagenah weTTrr TT rTorer ey seseeeue $47,862 $43,075 
Vermeule 51,717 51,717 
Gordon 46,258 10,177 36,081 
Fuller 46,550 17,628 28,922 

The wells have been faithful for many years, are functioning 
very satisfactorily, supplying the community with its needs, and, 
so far as the future is concerned, there is nothing to indicate that 
they will not function efficiently under present conditions for a 
long time to come. It is true that before long there will have to 
be an additional supply to provide for the growing population 
which is bound to come, but, considering the present and future, 
these wells are just as good and valuable for their purposes as 
they ever were. 


I have carefully read the testimony of Professor Fuller with 


respect to the depreciation which he deducted on account of these 
wells (page 1378 to page 1393 both inclusive), but I cannot agree 
with the conclusion of Professor Fuller that the arbitrary sum 
of $17,628, or any such sum, should be deducted from his repro- 
duction cost of these wells, which are adequately serving present 
requirements. Mr. Vermeule, as familiar with local conditions 
as Professor Fuller, fixed the reproduction cost of these wells at 
the sum of $51,717, and deducted nothing for depreciation. His 
entire appraisal included as and for depreciation only what he 
actually observed in inspecting the property—how much money 
should be expended to render the property just as good as new. 
There is no present necessity of spending anything on the wells, 
so far as I can find from the testimony. Notwithstanding this, 
Hagenah deducts 10 per cent for depreciation (which seems to 
be his average throughout the list), Gordon deducts more than 20 
per cent, and Fuller almost 40 per cent. So in fixing my present 
cost of reproduction, I shall first find the cost of reproduction 
new, and later discuss the question of depreciation. 


In this connection it would be well to refer to the fact that the 
P.U.R.1929D. 
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plaintiff also called as a witness Mr. Morris R. Sherrerd, a well- 
known engineer of Newark, New Jersey, who has been in charge 
of the development of the water supply for the city of Newark 
since 1895, and who has also been in charge of the huge water 
development for Northern New Jersey under the North Jersey 
district water supply commission and other commissions of the 
state for many years. Mr. Sherrerd testified that he has been 
familiar with the property of the plaintiff for many years, inti- 
mately for twenty years, and more or less for thirty-two years. 
He testified, as did Mr. Vermeule and other witnesses, that the 


property of the plaintiff, speaking generally, is in excellent con- 


dition and functioning efficiently. I had occasion to visit the 
property in November, 1926, and again in September, 1927, and 
on both occasions I was impressed by the manner in which all of 
the property has been kept up. My views, in harmony with the 
weight of the evidence, are that the machinery is adequate, in 
fine condition, and operates efficiently and smoothly. There 
seems to be no inadequacy present, except the conceded fact that 
the company will need an additional water supply. 

In fixing the value of the wells, therefore, I shall take the sum 
of $46,550 supplied by Professor Fuller, and, as already stated, 
will later consider what depreciation, if any, should be deducted. 

The collecting reservoirs are appraised as high as $60,340 by 
Mr. Vermeule, and as low as $41,313 by Professor Fuller. Mr. 
Gordon appraised them at $44,188, which amount I shall adopt. 

As to the intakes and supply mains, three of the experts fixed 
$26,670 or upwards, which amount I shall adopt. 

There is a wide difference between the appraisers as to the 
pumping station structures. I shall fix the sum of $124,000, 
which is about splitting the difference between the two extremes. 

As to the three items, boiler plant, steam power pumping 
equipment, and miscellaneous pumping equipment, Mr. Dorsey 
estimates the value of these items at $242,541; Mr. Gordon, at 
$259,372; Mr. Fuller, at $233,474; and Mr. Vermeule, at $246,- 
423. There is not such a wide difference between the four ap- 
praisers as to these. Two of them place a higher value than Mr. 


Dorsey, who fixes $242,541. At least $242,541 is in accord with 
P.U.R.1929D. 
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the weight of the evidence, so I shall adopt that amount as my 
value. 

As to the storage reservoir, I am inclined to believe that the 
estimates submitted by Professor Fuller and Mr. Gordon are too 
low. Adopting the estimate of Mr. Dorsey, we have it at 
$188,079. 

As regards service pipes, meters, fire hydrants, ete., it strikes 
me that Professor Fuller has calculated more extensively the 
costs of these particular items. Service pipes, $200,916; meters, 
$273,313; fire hydrants, $136,437. 

I, too, shall adopt as the valuations of general structures, 
$59,850; general office equipment, $5,799 ; transportation equip- 
ment, $11,100; and general equipment, $6,438. 

Regarding cast iron pipe, which is by far the largest single 
element, the bill of complaint alleges that the price per ton of 
6-inch pipe and upwards in 1913 was $25.25, in 1920 was 
$74.30, and in 1925 was $53.35; an increase of 111 per cent in 
1925 over the year 1913. The testimony clearly indicates that 
cast iron pipe has dropped since 1925, and the trend seems to be 
downward, although this is not certain, because of slack condi- 
tions appearing to exist in the industry in the winter time of 
1927-1928. There is a single transaction referred to where cast 
iron pipe has been sold as low as $31.50 per ton at Phillipsburg 
—the equivalent of $33.10 at Plainfield. An isolated transac- 
tion, of course, should not determine market prices. 

The taking of the testimony before me started on December 
31, 1926, and continued at intervals during the year 1927, end- 
ing on November 4, 1927. Thereafter briefs were submitted to 
me. Early during the hearings Mr. Dorsey testified that he had 
fixed the price of $48.60 for cast iron pipe per ton as of January 
1, 1927. His total as to this item was $2,620,983. Mr. Gordon 
later, testifying for the defendant and using a basis of $43 per 
ton for cast iron pipe, fixed the total valuation of that item at 
$2,176,356. Mr. Fuller’s valuation of cast iron pipe, $2,281,- 
889, is at the rate of $46 per ton. Mr. Vermeule’s estimate for 
this item was higher than the others, $2,912,035. There is un- 
contradicted evidence that cast iron pipe 6 inches and over was 


obtainable in September, 1927, f. 0. b. Plainfield in the neigh- 
P.U.R.1929D. 
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borhood of $40 per ton. I shall adopt $40 per ton as my figure. 
Professor Fuller’s estimate of $2,281,889 was based on $46 per 
ton. Revising the estimate of Professor Fuller, I fix the repro- 
duction value of the mains, hydrants, and valves at $2,101,889. 

I find, therefore, the cost of reproducing new the items which I 
have so far enumerated to be $3,467,770. 


Depreciation. 


In the Middlesex Case, 10 F. (2d) 519, P.U.R.1926C, 707, 
Special Master Dawes accepted the testimony of Expert Hill, 
who personally examined the property there tinder consideration, 
observed the condition of it, and then estimated what he thought 
was a fair allowance for actual and probable deterioration, based 
upon his observation and his judgment of the probabilities of 
diminishing service, due to yearage and other causes. The 
amount of depreciation accepted was $304,473. 

The four experts in the instant case submit vastly different 
theories and results. There is a difference of about $850,000 
between the two extremes. No two are within $160,000 of each 
other. Necessarily arbitrary amounts are fixed. There is no 
exact formula to be followed in such cases. I suppose it is to be 
expected that an appraiser will lean somewhat toward the side 
which employs him. Various elements enter into the problem. 
It is argued in behalf of the defendant that there is always obso- 
lescence and deterioration, even though not observable to the eye 
of the layman; that no machinery or other property used for a 
considerable length of time is precisely the same as when it was 
installed new; that there is in all properties, particularly where 
the same includes machinery, what may be called functional de- 
preciation; that there is always wear and tear, which, even 
though very difficult of computation, must be considered; and 
that there must also be considered the advance in science and art. 
There are various ways of determining depreciation. The ap- 
praisers, using different theories, arrived at different results. 
Adopting the theory and result of Professor Fuller, I should be 
forced to find and report that there is no confiscation in this case. 


But I cannot join Professor Fuller in the view that this property 
P.U.R.1929D, 2 
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is so antiquated, or obsolete, or inadequate, or whatnot, that there 
should be deducted, as and for depreciation, about $900,000. 

It does not appear to me that the wells of the plaintiff will 
sooner or later be abandoned in favor of some newly developed 
water supply located elsewhere. It is the only water supply now 
available, and the pipes making up the mains are, for their pur- 
poses, as good as new. There was an attempt made to show that 
the mains and pipes had deteriorated, but it was and is clear to 
me that these mains are just as sound and serviceable, so far as 
supplying water is concerned, as they ever were, and in all prob- 
ability they will continue to render the same service for many 
years to come. 

But Professor Fuller depreciates the distribution system as 
follows: 


Storage reservoir «se $39,603 
Distribution mains 496,543 
Service pipes 32,146 
Meters 53,187 

55,329 


In the case of the Brooklyn Union Gas Co. v. Prendergast 
(D. C.) 7 F. (2d) 628, at page 645, P.U.R.1926A, 412, 447, 
the master said: “No allowance is here made for depreciation. 
The evidence was substantially to the effect that the life of these 
mains is unknown, and that whatever depreciation takes place 
is so slight that it is a negligible factor. For the guidance of the 
court, the plaintiff produced a piece of cast iron pipe which had 
been installed approximately fifty years ago. Experts testified, 
upon examination of this exhibit, that it showed no substantial 
deterioration, and, for the purpose of a gas main, was as good as 
new. This evidence was not controverted.” This case was af- 
firmed by the United States Supreme Court. 272 U. S. 579, 71 
L. ed. 249, P.U.R.1927A, 39, 47 Sup. Ct. Rep. 199. 

In the instant case there is convincing evidence of the very 
same nature. Pieces of pipe installed many years ago were pro- 
duced. Experts examined these exhibits and testified that they 
showed no deterioration whatever, and, for the purpose of water 


mains, were as good as new. They so appeared to me. 
P.U.R.1929D. 
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In the case of Kings County Lighting Co. v. Prendergast (D. 
C.) 7 F. (2d) 192, P.U.R.1925C, 705, P.U.R.1925E, 5, 8, the 
master deducted $18,543.42 for the cost of repairs, etc., and 
made no further deduction for depreciation for the reason that 
the property by reason of adequate current maintenance was as 
good as new and, therefore, able to perform fully the functions 
for which the items of the property were intended. The report of 
the master was approved by Judges Manton, Campbell, and Inch. 
In the opinion, referring to the matter of depreciation, the Court 
said, at page 216 of 7 F. (2d), that the master had “found from 
the evidence that the property had been well maintaired and was 
in an efficient state of repair and operating condition, and that 
it would require an expenditure of only $18,413.43 to put it in 
condition which was substantially as good as new.” The opinion 
of the District Court: was also affirmed by 272 U. S. 579, 71 L. 
ed. 249, P.U.R.1927A, 39, 47 Sup. Ct. Rep. 199. 

See, also, Consolidated Gas Co. v. Prendergast (D. C.) 6 F. 
(2d) 243 at page 271, P.U.R.1925B, 773, 840, where the mas- 
ter said: “As I have already stated, I have made no deduction 
from or in the amounts found by me for the reproduction cost 
of the property or its value, for the purposes of this case, for any 
so-called ‘accrued depreciation,’ but I have deducted the amounts 
shown by the uncontroverted evidence to be required to be ex- 
pended to put the properties used by the plaintiff in a condition 
equivalent to new. My reasons for these conclusions I have set 
forth in my opinion in New York & Q. Gas Co. v. Prendergast 
(D. C.) 1 F. (2d) 351, 365, which has been confirmed by Judge 
Winslow in the final decree entered by him in that case, as quoted 
in P.U.R.1924E, 59.” 

As I understand the testimony in this case, replacements in 
this system have been made from time to time whenever and 
wherever necessary or required. Meters and hydrants, as well as 
other component parts making up this water system, have been 
replaced from time to time. 

My conclusion is that there appears no justification for arbi- 
trarily fixing and then deducting huge amounts as and for theo- 
retical depreciation for or on account of these items. Mr. Ver- 
meule testified that in his opinion it would take about $40,493.06 
P.U.R.1929D. 
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to render the properties of the plaintiff just as good as new, and 
when that had been done there would be no reason for deducting 
any amounts for theoretical depreciation. Actual observed de- 
preciation will, therefore, be allowed in the sum of $40,493.06. 
There are, however, some other things for and on account of 
which I think it is proper to allow depreciation. The automo- 
biles, although still serviceable, are very old and out of date. It 
is questionable whether they possess any present value. Some of 
the buildings, while still in fairly good condition, are not what 
they used to be. Mr. Gordon, for the defendant, has deducted 
depreciation as to these matters as follows: 
Miscellaneous properties $19,355 
General office equipment 870 
Transportation equipment 
Miscellaneous equipment 
Pumping station structures 


Boiler plant equipment 
Miscellaneous pumping equipment 


y. | pererrrerry $66,648 


These amounts appearing to be reasonable will be adopted. 
Again we strike a wide difference in respect of the steam 
power pumping equipment: 
Reproduc- Present Deprecia- 
Expert tion Cost Value tion 
Gordon cccccsscccce Seccccecccceccocoes $200,210 $93,977 $106,233 
re 177,838 159,791 18,047 
Fuller 175,465 102,145 73,320 
If we depreciate this item to the extent of $50,000, we will 
have a total depreciation so far of about $157,000. This, I be 
lieve, covers all of the actual observable depreciation. Not desir- 
ing to draw the line too finely, I shall take the sum of $200,000 


as and for depreciation, which brings the following result : 


Overheads. 


[1] Under the title of “Overheads During Construction,” 
Special Master Dawes, in the Middlesex Case, 10 F. (2d) 519, 
P.U.R.1926C, 707, fixed 15 per cent to be added to the depre- 
ciable physical assets of the company. The defendant Board had 
P.U.R.1929D. 
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previously fixed 15 per cent. In that case Expert Shaw esti- 
mated 13 per cent, while Expert Hill estimated 174 per cent. In 
the instant case Expert Vermeule fixes 20 per cent as and for 
overheads amounting to $901,219. Expert Hagenah fixes 18 
per cent for overheads during construction, sometimes called 
“miscellaneous construction expenses.” Expert Gordon fixes 16 
per cent, while Expert Fuller has adopted 144 per cent as his 
estimate. The defendant Board, in its order of May 22, 1924, 
already referred to, allowed overhead charges of 15 per cent. 
Under the evidence in this case an addition of 15 per cent for 
overheads would be conservative and as 15 per cent has already 
received the approval of this Court in the Middlesex Case, supra, 
where the facts were quite similar, that percentage will be 
adopted by me. 
Lands. 


Besides the wells, reservoirs, mains, structures, pipes, meters, 
and other equipment, which have already been discussed, there is 
also to be considered about 30 acres of land located around the 
pumping station at Netherwood, and also land surrounding the 
North Plainfield and Fanwood reservoirs. Is this land used or 
useful for the public service? It has been held that patrons of a 
utility ought not to be compelled to pay rates on excessive invest- 
ments or unnecessary facilities including lands. San Diego Land 
& Town Co. v. Jasper, 189 U. S. 439, 47 L. ed. 892, 23 Sup. 
Ct. Rep. 571. See, also, Long Branch Commission v. Tintern 
Manor Water Co. 70 N. J. Eq. 71, 62 Atl. 474. 

The defendant produced an appraiser who valued all of the 
land owned by plaintiff, and then classified it under two head- 
ings, one “used and useful,” with a valuation of $91,791, and the 
other “‘not used and useful,” with a valuation of $81,333.80—a 
total valuation of $173,124.80. Appraisers selected by the plain- 
tiff fixed the valuation of both classes considerably higher than 
the $173,124 testified to by the witness Hadden for the defendant. 
Hadden, in fixing his valuation, took into consideration zoning 
ordinances. He seemed to be quite familiar with these ordi- 
nances, as well as with recent sales in and about the territory. 

It is the contention of the defendant that only a portion of the 
P.U.R.1929D. 
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land which the plaintiff owns is necessary for the supply of water 
for the protection of the wells and reservoirs, and that there 
should not be taken into consideration in fixing value for rate 
making purposes any of the lands which are not used and useful. 
Opposed to this testimony there is evidence on behalf of the plain- 
tiff to the effect that all of the lands are used and useful. 

So far as I am concerned, I am content to adopt the view of 
Mr. Sherrerd, an engineer, who, in my opinion, is more familiar 
with conditions in New Jersey with respect to water supply 
and protection than any other individual produced. His opinion 
is that the plaintiff does not own sufficient land to give full pro- 
tection to its water supply; that it is advisable for the plaintiff, 
to prevent possible pollution, particularly in a section where 
houses are likely to be built, to own as much land as possible; 
that the ownership of land should be extensive. About 13 acres 
of the plaintiff’s land are located near the Plainfield standpipe. 
This was purchased a long time ago, and plans were prepared 
for the construction of a reservoir similar to the one at Fan- 
wood, which plans, however, were never carried out. In the 
opinion of Mr. Sherrerd, this reservoir should be built, and Mr. 
Vermeule, another practical man, affirms the opinion of Mr. 
Sherrerd as to the usefulness of the present land owned by the 
company and the desirability of acquiring additional surround- 
ing territory. In view of this convincing evidence, I find that 
all the lands now owned by the plaintiff are used and useful. 
It will be considered as an entirety, and the value of $173,124 
fixed by Mr. Hadden will be adopted by me. 


Working Capital. 


[2-4] A water company, as well as any other company, must 
have working capital for the operation and maintenance of its 
property, as well as reasonable cash provision for meeting normal 
operating expenses as they become due. The experts furnished 
the following estimates as and for working capital: 


Hagenah $115,000 
Vermeule 100,000 
Gordon 70,000 
Fuller 70,000 


In the Middlesex Case, 10 F. (2d) 519, P.U.R.1926C, 707, 
P.U.R.1929D. 
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Special Master Dawes considered $70,000 as a fair amount for 
working capital of the plaintiff in that case. In comparing the 
companies, I should say that the Plainfield-Union Water Com- 
pany is a much larger concern than the Middlesex Water Com- 
pany, and, therefore, requires a greater working capital. In the 
Middlesex Case, supra, the defendant fixed a valuation of 
$1,738,200, while the master found a valuation of at least 
$2,500,000. In the instant case, the Board fixed the valuation 
of $3,337,000, and the plaintiff asks a valuation of more than 
$5,000,000. So far as the plaintiff is concerned, I do not think 
it would be fair to fix less than $100,000 as and for working 
capital. This amount I shall fix. 


Water Rights. 


On pages 252, 256, and 257, Special Master Dawes, in the 
Middlesex Case, supra, discussed this subject. No conclusion 
was reached because it did not seem to be necessary there. I do 
not deem it necessary for the purpose of deciding the instant case. 


Going Value. 


Going value was allowed by the defendant Board in its order 
of May 22, 1924, amounting to 10 per cent. The Board used 
this language: “Going concern value has been defined as being 
the difference between a plant without attached business and one 
with the business developed,” ete. Expert Hagenah fixed the 
going value of the plaintiff’s property at $508,300, 10 per cent 
of his estimate of $5,083,296 as the cost to reproduce the physical 
property of the plaintiff before depreciation. Mr. Vermeule 
takes the arbitrary sum of $600,000 as his estimate of the going 
value of this property. No separate estimate for going value is 
submitted by either Mr. Gordon or Prof. Fuller, as I understand 
their testimony. An allowance for going value was approved in 
the Middlesex Case, supra. My conclusion is that 10 per cent 
is just and reasonable. 


Organization. 


The experts of the defendant do not furnish any estimate as 
to organization, although the Board itself, in its order of May 
P.U.R.1929D. 
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22, 1924, allowed the sum of $50,000 for organization and cost 
of franchises. The evidence in the instant case on the subject 
of organization is not clear, so that item will not now be con- 
sidered. A summary of the items which I have already dis- 
cussed is as follows: 


$46.550 
Reservoirs . 44,188 
Intakes and supply mains 26,670 
Pumping station structures 124,000 
Boiler plant, steam power pumping equipment, and miscellaneous 
equipment 242,541 
Storage reservoirs 188,079 
Service pipe 200,916 
Meters 273,313 
Fire hydrants 136,437 
General structures 59,850 
General office equipment 5,799 
Transportation equipment 11,100 
General equipment 6,438 
Mains, hydrants, and valves 2,101,889 


$3.467.770 
Depreciation . 200,000 


$3,267,770 
Overheads . 490,165 
Lands 173,124 
Working capital 100,000 
Going value ....... RéOneCe ORE NSd OCONEE ESO SORE RR ES onwewe 393,105 


$4,424,164 


And I have not taken into consideration, because I believe it 
unnecessary in the disposition of this case, the value, if any, 
of plaintiff’s source of water supply, or the value of the favor- 
able location of the plaintiff’s property, and I have not added 
to the land value of $173,124 anything for overheads. 


Fair Value. 


Under this heading I do not find it necessary or advisable to 
copy what was said by Special Master Dawes beginning at page 
528 of 10 F. (2d), in the Middlesex Case, P.U.R.1926C, 707. 
Taking all of the evidence as an entirety, considering it pro and 
con,‘ weighing this and weighing that, my conclusion is that 
under all of the circumstances the property of the plaintiff, or, 
as Special Master Dawes put it, the “value of the plant,” is 


worth $4,400,000. 
P.U.R.1929D. 
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Fair Return. 


[5] Seven and one-half per cent was fixed by the Board in 
this case when a finding of a valuation of $3,338,000 was made 
on May 22, 1924. Seven and one-quarter per cent was fixed by 
the Board in the Middlesex Case, supra, 74 per cent was fixed by 
Special Master Dawes in the Middlesex Case, supra, and ap- 
proved by the Court. 

In passing, it may be well to note what the Board thought of 
the urgency of the situation with respect to the future. Two 
hundred and seventy-five thousand dollars, or 7.25 per cent on 
the value of $3,800,000, was requested by the company, and the 

3oard concluded that a return of approximately $250,000 was 

just and reasonable, and reflected the fair return allowed by law 
on the fair value of the property. In this connection the Board 
took occasion to say that it was considering the extensive con- 
struction plan which the company must take up in the near 
future. Remarks along this line were (I am now quoting from 
the order of May 22, 1924, XI N. J. P. U. C. R. 415, P.U.R. 
1924D, 489, 493): “The necessity for an increased supply of 
water has been apparent since as early as 1910. . . . It is 
absolutely essential that the development of the Raritan or some 
similar comprehensive plan be proceeded with at once, as it is 
probable that it will take at least two construction seasons before 
additional supplies from the Raritan can be made available. The 
additional supply will involve a considerable investment. In 
order to finance the additional expenditures, it will be necessary 
to assure a fair return on the value of the property devoted to 
the public use, as otherwise it will be difficult to secure the ad- 
ditional capital required for the new project.” 

In the Middlesex Case, supra, Special Master Dawes esti- 
mated that the plaintiff there was entitled to a return of 73 per 
cent on a valuation of $2,500,000, or approximately $187,000. 
The net revenue in that case for the year 1923 amounted to 
$96,000, and in 1924, $74,000. See page 529 of 10 F. (2d), 
P.U.R.1926C, 707. In the instant case, my conclusion is that 
the plaintiff is entitled to a return of 73 per cent on a valuation 
of $4,400,000 or $330,000. Do the revenues received by the 
P.U.R.1929D. 
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company result in the confiscation of its property? According 
to Exhibit P-30, the net revenues of this plaintiff for 1924 were 
$132,237; 1925, $152,686; and 1926, $173,806. It appears, 
from a consideration of these figures, that the returns are clearly 
confiseatory. And the constitutional rights of the plaintiff have 
therefore been violated by the defendant Board. 

After thorough inquiry and consideration, the result reached 
demonstrates that the rates are of the character alleged by the 
plaintiff, and it is, therefore, recommended that a decree be 
entered, adjudging that the valuations of the plaintiff’s properties 
made by the defendant Board of Public Utility Commissioners, 
and mentioned in the pleadings in this cause, are far below their 
true value for rate-making purposes, and that the schedule of 
rates be annulled as confiscatory, and in violation of the 14th 
Amendment of the Constitution of the United States, and other- 
wise illegal. And it is further recommended that the jurisdiction 
of the cause be retained, to the end that either party may apply 
for such further and other relief as may be necessary. 

Valuation fixed as of December 31, 1926. 


Appearances: Frank Bergen, of Newark, New Jersey, for 
plaintiff; John O. Bigelow, of Newark, New Jersey, for de- 
fendant. 


Bodine, District Judge: The plaintiff, Plainfield-Union Wa- 
ter Company, a New Jersey corporation, was created September 
21, 1906. It is a consolidation of a number of old water com- 
panies supplying Plainfield and neighboring towns with water. 

The defendant is a rate-making body created under chapter 
195 of the Laws of the state of New Jersey, approved April 21, 
1911. 

In 1890, when the Plainfield Water Supply Company and 
Union Water Company, the predecessors of plaintiff, began to 
construct their waterworks, the population of the territory 
serviced was 18,516. By the last census (1920), the population 
of the same territory was 65,688, and probably exceeds 85,000 
at present, and is increasing at the rate of about 5 per cent a year. 


The increased cost of service is shown by the following table: 
P.U.R.1929D. 
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1913 1920 1925 Increase 

2,000 2,000 in 1925 

lbs. Ibs. . over 1913 

Cost of 4-inch pipe $26.25 $78.30 3: 118% 

Cost of 6-inch pipe - 25.25 74.30 3% 111% 

Cost GE GG Be cc cccsscseces e- 25.25 74.30 3! 111% 

Cost of 10-inch pipe 25.25 74.30 Be 111% 

Cost of 12-inch pipe 25.25 72.30 36 111% 

Cost of 16-inch pipe 25.25 72.30 2.8% 109% 

Cost of 20-inch pipe 24.75 71.30 2.85 113% 

The increase in wages paid by the company since 1913 ranges 
from 105 to 216 per cent. 

1913 1920 1925 
ee Oe $3.10 pr. gr. $7.50 pr. net $5.94 pr. net 


ton of 2,240 ton of 2,000 ton of 2,000 
Ibs. lbs, lbs. 

Two thousand, two hundred and forty pounds of coal now 
cost $6.66 as against $3.10 in 1913, an increase of 115 per cent. 
Besides, since that year taxes have increased enormously. Nine- 
teen and four-tenths per cent of the company’s gross receipts were 
paid out in taxes in 1924 and 1925. 

Plaintiff obtains its supply of water from 16 wells, from 200 
to 500 feet deep, at Netherwood, in the easterly part of the city 
of Plainfield, and obtains supplemental supplies from the Eliza- 
bethtown and Middlesex Water Companies. All of its sources 
of supply are taxed to the limit, and there is no other source 
from which an adequate supply of water fit for domestic use 
and manufacturing purposes can be obtained by plaintiff, except 
at the point where the Raritan and Millstone rivers join in 
Somerset county, about 3 miles southwest of the borough of 
Bound Brook, and the cost of obtaining a supply of water from 
that source would be approximately $5,000,000, estimated by 
the present cost of construction, in addition to the amount al- 
ready expended on the work. One million, five hundred thousand 
dollars of this cost would be borne by the plaintiff, as found by 
this Court in Middlesex Water Co. v. Public Utility Comrs. 10 
F. (2d) 519, P.U.R.1926C, 707. 

On the 19th of November, 1923, plaintiff filed a schedule of 
increased rates with defendant, based on an elaborate and ac- 
curate inventory of its property, and a valuation of $3,800,000, 
made by one of the most competent and reliable hydraulic engi- 
P.U.R.1929D. 
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neers in the country. This valuation was less than the full value 
of the property, and was purposely so made in the hope of obtain- 
ing prompt and favorable action on the schedules; the plaintiff 
reserving the right to claim the full value of its property when 
it deemed advisable. Nothing was included in the valuation for 
plaintiff’s source of water supply; nothing for the value created 
by the advantageous and valuable consolidation agreement made 
in 1906; and nothing for the favorable location of plaintiff's 
property in 16 rapidly growing municipalities; and in the esti- 
mate of the value of its physical property the engineer, employed 
by the plaintiff, used prices less than those prevailing at the time. 
Moreover, plaintiff, filing its schedule of increased rates, claimed 
income of only 74 per cent per annum on the value of its prop- 
erty in order to avoid controversy, delay, and litigation, although 
8 per cent is considered necessary for utilities generally, and 
defendant itself had allowed a return of 8 per cent to other water 
companies shortly before. 

On November 19, 1923, the defendant suspended the schedule 
of increased rates without inquiry, to ascertain whether it should 


have been suspended or not, and hearings ensued as to the value 


of plaintiff’s property. 

On May 22, 1924, XI N. J. P. U. C. R. 415, P.U.R.1924D, 
489, defendant filed its report or decision and order following 
the hearings, and asserted therein that the property of plaintiff 
was worth $3,337,000 for rate-making purposes, and prescribed 
a schedule of rates which defendant declared would yield to 
plaintiff 73 per cent on that sum, if paid in full, and at the same 
time made an order requiring plaintiff to deduct 10 per cent from 
all of its bills rendered, for alleged inadequacy of service, which, 
in fact, did not exist, and has not occurred since the date of said 
order. 

By operating under such schedule of rates, which remained in 
force until the 1st day of July last, plaintiff was not able to earn 
more than 5.06 per cent in 1924, and 5.04 per cent in 1925, on 
the inadequate valuation of its property made by defendant, and 
is not able now, under the schedule of rates, to earn more than 
34 per cent on the value of its property used and useful in 


business. 
P.U.R.1929D. 
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On June 10, 1926, the defendant ordered that the rates pre- 
scribed by the order of May 22, 1924, supra, be charged by the 
plaintiff, without deduction of the discount charged for inade- 
quate service. 

On August 26, 1926, XII N. J. P. U. C. R. 451, P.U.R. 
1927A, 122, the defendant issued a supplemental order holding 
as follows: 

“1. That the petition of the Plainfield-Union Water Company 
to amortize 1924 and 1925 deficits and rate case expenses, ag- 
gregating $205,961.63, by an increase in rates for a 2-year 
period beginning with October, 1926, quarterly billing, be and 
the same is hereby dismissed. 

“2. That the said Plainfield-Union Water Company be and 
is hereby authorized to recoup from rates an amount of $91,189, 
representing the deficits below a reasonable return during 1924 
and 1925, by reason of the rates heretofore prescribed by this 
Board and for the expenses of its 1924 rate case. 

“3. That said amount of $91,189 may be amortized by a sur- 
charge of 5 per cent to be added to the existing schedule of all 
rates of the Plainfield-Union Water Company until such time 
as the excess revenue produced by such surcharge shall have 
equaled said sum of $91,189. 

“4. That the said Plainfield-Union Water Company shall im- 
pose said surcharge on bills for water beginning with the quarter 
following July 1, 1926, and continue the same until such time 
as said amount of $91,189 shall have been amortized by excess 
revenue produced by said surcharge of 5 per cent and no longer. 

“5. That the said Plainfield-Union Water Company shall make 
quarterly reports with respect to the amount received by it from 
the said surcharge of 5 per cent in the manner more particularly 
set forth in the decision on which this order is based. 

“6. That no part of the $35,691 of rate case expenses provided 
for in said sum of $91,189 shall be charged to expenses, but shall 
be charged directly to the company’s corporate surplus account.” 

Thereafter the plaintiff filed its bill, alleging that the order 
of May 22, 1924, XI N. J. P. U. C. R. 415, P.U.R.1924D, 489, 
even as modified by the order of June 10, 1926, and the order 
of August 22, 1926, worked and work a confiscation of the plain- 
P.U.R.1929D. 
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tiff’s property, in that they are based on an inadequate valuation 
of the plaintiffs property and, under the existing schedule of 
rates, the plaintiff is unable to earn more than 34 per cent of 
the value of its property used and useful in its business. 

The master first found the value of the plant to be $4,400,000. 
A reading of his exhaustive report indicates that he not only 
properly considered the rules of law established by the Supreme 
Court, but properly applied those rules to the testimony adduced 
before him. The conclusions from the testimony are properly 
drawn, and we cannot take seriously the minute criticisms of this 
and that finding supported, in our judgment, not only by the 
evidence, but by the clear weight of evidence. 

The next question determined by the master is that 74 per 
cent is a fair return upon fair valuation. In the Middlesex 
Water Case, 10 F. (2d) 519, 529, P.U.R.1926C, 707, the Spe- 
cial Master found 74 per cent to be a fair return. His finding 
was approved by this Court. Seven and one-quarter per cent 
was fixed by the Board of Public Utility Commissioners in the 
Middlesex Case, supra. Obviously, 74 per cent is but a reason- 


able return upon a utility investment. The revenue received by 
the plaintiff company under the order and schedules were as 
follows: 


$132,237 
132,686 
173,806 

Obviously, these returns were not adequate upon the valuation 
fixed either by the utility Board or by the Special Master, and 
were confiscatory. 

[6] The exceptions filed by the defendant are general. How- 
ever, some will be noted here. No. 7 is as follows: 

“The master found a valuation of $4,400,000, although it 
appeared that the plaintiff had represented to the defendant as 
the value of its property on which its rates should be fixed as 
of January 1, 1924, the sum of $3,800,000, and that the cost or 
value of net additions to the plaintiff’s plant since that date are 
much less than $600,000, and that the plaintiff has not since 
that date presented to the defendant, as a rate base, any greater 


valuation.” 
P.U.R.1929D. 





PLAINFIELD-U. WATER CO. v. BD. OF PUB. U. COMRS. 31 


The figures of valuation submitted by the plaintiff in 1924, 
were, as previously noted, only partial and for the particular 
purpose of securing some immediate relief. Obviously, the re- 
lief was necessary as the cost of everything purchased by the 
plaintiff to perform its work had vastly increased in cost. Since 
the valuations were tentative, there is no estoppel which prevents 
the plaintiff from showing true value. The master’s findings 
are supported by the clear weight of evidence. 

[7] Exception No. 8 is as follows: P 

“The master adopted a figure of $40 per ton as the basis 
for his calculation of the value of cast iron pipe constituting 
part of the plaintiff’s property, whereas it appeared from the 
testimony that the value of cast iron pipe was not more than 
$33.10 per ton.” 

An examination of the record shows that there was testimony 
that cast iron pipe was worth $40 a ton. In fixing the value of 
cast iron pipe a single sale on a given day of an undisclosed 
quantity of pipe at $33.10 a ton is not conclusive upon the sub- 
ject-matter. Certainly not where there is testimony from several 
credible sources that the average cost during the given year was 
some $40 a ton. 

[8] The ninth exception is as follows: 

“The master included in the rate base or valuation of the 
plaintiff’s property, extensions constructed by funds amounting 
to approximately $115,000 advanced to the plaintiff by its 
customers for such extensions and still retained by the plaintiff.” 

The moneys which the defendant refer to in this exception 
are deposited when the plaintiff is importuned to extend mains 
before they can be operated at a profit, in order to assist in the 
development of a community. Such deposits are merely a guar- 
anty fund, and are returned as soon as the main becomes a 
profitable operation. Certainly the water company is entitled 
to include, in its property account, mains constructed without 
deducting such funds, since as soon as the main becomes profitable 
these deposits must be returned to the depositor. 

As to the tenth exception, it need only be noted that there was 
testimony that the going value of the property was nearly twice 
as great as the master found it to be. 

P.U.R.1929D. 
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There is testimony throughout to support the conclusions of 
the master, and his findings will be affirmed, and a decree may 
be entered accordingly, which shall carry the costs. 
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COMMERCIAL CLUB OF PIERRE et al. 
v. 
CHICAGO & NORTHWESTERN RAILWAY COMPANY. 
{Order F-869.] 


Evidence — Average monthly revenue figures. 

1. Average monthly revenue for a month when traffic is light is 
unsatisfactory evidence upon which to base conclusions as to revenue 
from yearly passenger traffic, p. 36. 

Service — Abandonment — Reduction of deficit — Branch lines. 

2. The policy of a carrier to reduce its operating deficit by the 
entire abandonment of local service on branch lines, rather than by 
the reduction of surplus and unnecessary service on main lines, is 
contrary to public interest, p. 37. 

Service — Duty to serve — Railroads — Operating loss. 

3. A rail carrier which has assumed the usual obligations to the 
public may be required to furnish at least a minimum of both freight 
and passenger service without regard to pecuniary loss, unless and 
until the loss assumes such proportions as clearly justify the entire 
abandonment and dismantling of the railroad, p. 39. 

Service — Abandonment — Inadequate service — Railroads. 

4. A railroad was refused authority to discontinue local service 
where the proposed substituted mixed service would be inadequate to 
meet the needs of:the public in a reasonable manner, p. 41. 


{March 20, 1929.] 


CompLaint by a civic organization against railroad service; 


complaint sustained. 

Appearances: Irwin A. Churchill, Attorney, Huron, for the 
applicant, Chicago & Northwestern Railway Company; P. R. 
Wigton, Traffic Commissioner, Watertown Chamber of Com- 
merce, Watertown, for the protestants; A. L. Dahl, W. W. Saurs, 
and M. O. Hanson, for the town of Castlewood; John DeWald 
and Fred Mangle, for the town of Dempster; A. J. Border, W. 
E. Whittemore, P. C. Leman, Guy Abbot, Guy Jones, and F. 
P.U.R.1929D. 
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Norder, for the town of Estelline; Lloyd Ribstein, Tom Hast- 
ings, Pete Larson, Rev. Bonner, A. V. Peterson, M. L. Wilson, 
and EK. A. Grape, for the town of Bruce; Walter M. Cheever, 
Attorney, Brookings, for the city of Brookings; Perey Huntimer, 
for the Brookings Commercial Club; A. E. Anderson, for the 
Extension Department, State College of Agriculture; D. E. Stein- 
more, for the Wholesalers. 


By the Board: This matter comes before the Board upon the 
application of the Chicago & Northwestern Railway Company for 
authority to discontinue the operation of passenger trains Nos. 
16 and 17, operating between Brookings and Watertown. After 
notice to all interested parties, hearing was held at Brookings. 

From the records of the Board, it appears that the service in- 
volved herein was discontinued during the summer of 1922, by 
reason of a coal miners’ strike which began in April, and a strike 
of the railroad shop crafts, which became effective July 1st of that 
year; that the service in question was restored after hearing, 
upon complaint of the above named complainants and others, 
by order of the Board dated October 31, 1922 as modified by 
the Board’s subsequent orders of November 20, 1922, June 5, 
1924, and September 4, 1924, which orders provided, among 
other things, that such service be maintained until the further 
order of the Board in the premises. The instant application is, 
in effect, an application on the part of the above named defend- 
ant, Chicago & Northwestern Railway Company, for further 
modification of the order of the Board herein, dated October 31, 
1922. 

This application requests authority to abandon and discon- 
tinue the operation of passenger trains designated as trains 
numbered 16 and 17, between Brookings and Watertown. These 
trains furnish passenger, express, and mail service between the 
towns mentioned, six days per week. Train No. 17 leaves Brook- 
ings at 6:10 a. m. and arrives at Watertown at 7:50 a. m.; in 
the opposite direction, train No. 16 leaves Watertown at 8:45 
p. M. and arrives at Brookings at 10: 30 Pp. m. 

A way freight train is also operated between Brookings and 
Watertown in each direction daily, except Sunday. Way freight 
P.U.R.1929D. 3 
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train No. 21 is scheduled to leave Brookings at 7: 45 a. M., arriv- 
ing at Watertown at 11:35 a. m. In the opposite direction, way 
freight train No, 22 is scheduled to leave Watertown at 12: 20 
p. M. and to arrive at Brookings at 2:55 Pp. M. 

The record shows that the passenger trains above mentioned 
are, in reality, operated as through trains between Brookings 
and Pierre, via Watertown, Redfield, Gettysburg, and Blunt. 
Trains Nos. 16 and 17 are a part of through trains operated 
into and out of Pierre, daily except Sunday, as Nos. 106 and 
107. The testimony shows that the train numbers are changed 
between Brookings and Watertown for operating convenience. 
“Nos. 106 and 107 operate daily except Sunday. Number 106 
runs daily between Watertown and Redfield and No. 17 runs out 
Sunday morning out of Brookings and not on Monday morning” 
(Tr. 23). It appears that one crew runs between Brookings and 
Redfield and another between Redfield and Pierre. The equip- 
ment, which is operated over the entire length of the run between 
Brookings and Pierre, consists of a gas-electric car, containing 
mail and baggage compartments, trailing a passenger coach, and 
also, over a considerable portion of the run, a baggage and express 
ear. These latter cars, designated by the applicant in the record 
as trailers, are, in fact, standard passenger train cars identical 
with those operated in many of the company’s steam trains on 
its lines within the state. This gas-electric equipment has been 
operated in lieu of standard steam equipment since June or July, 
1928, and such operation has resulted in a considerable reduction 
of operating expense. 

The proposal of the applicant company, under the application 
herein, amounts to the entire abandonment of passenger and 
express service over that part of the line, 47 miles in length, 
between Brookings and Watertown, and serving, in addition to 
those cities, the intermediate towns of Appleby, Castlewood, 
Dempster, Estelline, and Bruce. Castlewood and Estelline have 
a population of about six hundred each, Dempster from fifty to 
one hundred, and Bruce about three hundred and fifty. The 
applicant does not propose to substitute any service in lieu of 
that sought to be abandoned, the only remaining service to be 


that afforded by the existing way freight trains Nos. 21 and 22, 
P.U.R.1929D. 
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which, although exalted to the designation of mixed or accommo- 
dation trains, would continue to operate in exactly the same 
manner as heretofore, without change of schedule and with no 
change in the character of the service afforded by such way 
freights, except the addition of certain equipment intended to 
reduce somewhat the discomforts incident to freight train travel. 

Evidence of record, consisting in part of detailed statements 
showing the actual time of arrival and departure during repre- 
sentative periods in January, June, and November, 1928, shows 
that trains Nos. 21 and 22 almost invariably run behind their 
published schedules, frequently arriving at and departing from 
scheduled stations several hours late. It clearly appears that 
such passenger service as is or might be afforded by these trains 
is entirely undependable and of little value to the traveling pub- 
lic. There would, of course, be no expedited service with respect 
to shipments of milk, cream, or other traffic ordinarily moving 
as baggage or express, and the evidence shows that mail deliveries 
would be delayed, in some instances, as long as twenty-four hours. 

Applicant seeks to justify the proposed abandonment of serv- 
ice by segregating 47 miles of a through run of 263 miles and 
attempting to show that the revenue of the two passenger trains, 
assignable to the particular 47 miles in question, is insufficient 
to meet actual out-of-pocket cost of operating such trains over 
that part of the line. 

The cost of operation is stated to be 40.5 cents per train mile. 
The revenue is estimated at 32 cents per train mile, thus indicat- 
ing an out-of-pocket cost or deficit of 8.5 cents per train mile 
operated over the 47 miles of line between Brookings and Water- 
town. 

The revenue per train mile is arrived at by applying existing 
rates for passenger traffic to the actual number of passengers 
transported over this segregated portion of the line, and adding 
to the amount so determined an estimate of revenue from mail 
and express assignable to the particular 47 miles under con- 
sideration. The record does not disclose the method used for such 
assignment, but a note appended to a statement introduced as an 
exhibit states “amount shown for express revenue is estimated 
by supervisor of mail and express.” The statement purports to 
P.U.R.1929D. 
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show revenues covering a test period of approximately a month 
from August 28 to September 30, 1928. By projecting the re- 
sult so shown for this period to a year, applicant estimates an 
out-of-pocket loss of $211.82 for each month of operation, or an 
annual loss of $2,500. 

[1] It is clear from the record that the month of September 
is not fairly representative of the average monthly revenue on 
this line. The witness offering the estimate referred to above 
admitted, on cross-examination, that the Winter months and 
those of early Spring are considerably heavier as regards revenue 
from passenger traffic and express and baggage shipments, in- 
cluding milk and cream, but no figures are presented tending to 
indicate comparable revenues during such seasons of the year. 
The meagre testimony, from which average monthly revenue 1s 
deduced, is very unsatisfactory, and September being admittedly 
a light month, the Board would, we believe, be justified in as- 
suming that information obtained from an estimate or study 
of a full year’s revenue, even upon the same basis as here used, 
which basis is in itself arbitrary and unsatisfactory, would tend 
to considerably reduce, if not entirely wipe out, the spread of 
8.5 cents between the average cost and the average revenue per 
train mile indicated by the evidence of the applicant herein. 
No evidence was offered purporting to show average cost of oper- 
ation or average revenue per train mile as applied to the run in 
its entirety between Brookings and Pierre. 

The passenger service over the Brookings-Pierre line, consist- 
ing of one passenger train each way per day, six days a week, 
was contrasted, in the record, with passenger service between 
Chicago and the Twin Cities, where this applicant operates 
seven de luxe passenger trains each way daily, and all roads 
furnishing service between these termini operate twenty or 
twenty-one trains each way daily. A witness for the applicant, 
who is acquainted with the situation, stated that, in his judg- 
ment, the carriers could reduce the number of trains between 
Chicago and the Twin Cities one-half and still render adequate 
service. This witness stated further that the matter of such 
reduction had been the subject of serious study for some time, 


but that nothing definite had yet been worked out. The witness 
P.U.R.1929D. 
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further stated that “there is no comparison” between the equip- 
ment of the Chicago-Twin Cities trains, many of which are “the 
finest on wheels,” and the equipment of the gas-electric train 
operated between Brookings and Pierre. It would seem reason- 
able to suppose that there is a similar lack of possible comparison 
in the matter of cost of operation. 

Witness stated that the loss to the Northwestern system as a 
whole, on passenger train business, amounts to approximately 
one million dollars per month, and that the company is making 
a strenuous effort to reduce such deficit. 

[2] From the record, it would seem to be the policy of this 
company and of the carriers generally, to reduce such deficit by 
the entire abandonment of passenger service on branch lines, 
rather than by the reduction of surplus and admittedly unneces- 
sary service on main lines. Such a policy does not appear to us 
to be in the interest of the general public. 

Numerous persons, residing at the various towns and cities 
served by the trains sought to be discontinued, appeared as wit- 
nesses and testified concerning the public necessity for maintain- 
ing the existing passenger train service, which is now the absolute 
minimum, and the inadequacy of the way freight or mixed train 
service remaining in the event that the application herein were 
granted. The inadequacy of the proposed mail and express serv- 
ice by means of mixed trains was particularly stressed. 

In support of its contention that the Board should, upon the 
record herein, authorize the proposed curtailment of service, ap- 
plicant cites upon brief several court cases wherein the carriers 
were supported in their demands to discontinue certain passenger 
trains, clearly shown to be operated at out-of-pocket loss. An 
examination of the cases cited, discloses, however, that all, except 
perhaps one, involves the reduction rather than the entire 
abandonment of passenger train service. 

The one exception is a North Dakota case, Minneapolis, St. 
P. & S. Ste. M. R. Co. v. Railway Comrs. 30 N. D. 221, P.U.R. 
1915D, 434, 447, 152 N. W. 513, which applicant states pre- 
sented “just such a situation” as we are considering here. Exam- 
ination discloses, however, that the situations are similar in one 
respect only. In both instances, abandonment of passenger serv- 
P.U.R.1929D. 





38 SOUTH DAKOTA BOARD OF R. COMMISSIONERS. 


ice was sought ; the remaining service consisting only of one daily, 
except Sunday, way freight or so-called mixed train. In many 
essential features, both as to fact and law, the situations were 
quite dissimilar. 

The legislature of North Dakota has seen fit to require by 
statute that every railroad operating within that state shall 
operate both a daily passenger and a daily freight train each way 
on branch lines as well as on main lines, “provided, however, that, 
if any railroad corporation shall make it appear to the Board 
of Railroad Commissioners of this state, that the business on 
any line of its road will not justify its operating both the pas- 
senger and freight train herein provided for, and said Board 
shall so order, said company may operate one mixed train on 
such line each way on every business day in the year for such 
time as said Board may direct.” (Laws of 1907, chap. 200). 

The legislature of South Dakota has never attempted to direct- 
ly determine or declare what service a rail carrier shall operate 
or to differentiate between service furnished upon main and 
branch line. Under South Dakota law, there rests upon a rail 
carrier the duty to supply reasonably adequate service upon all 
of its lines within the state, in keeping with the obligations im- 
posed by its charter and the generally recognized obligations of 
a common carrier. 

In the North Dakota case referred to, the Board of Railroad 
Commissioners of that state, after a hearing upon complaint, 
ordered the Soo line to comply with the statute requiring the 
operation of a daily passenger train one one of its stub branch 
lines, 51 miles in length, extending from Flaxton to Ambrose. 
The order of the Board of Railroad Commissioners was sustained 
by the district court. Upon appeal, the supreme court of North 
Dakota, by a bare majority, reversed the district court and 
vacated the order of the Board of Railroad Commissioners. The 
reported opinion in this case clearly indicates, however, that the 
court substituted its judgment for that of the Board of Railroad 
Commissioners on a question of fact, and that the majority opin- 
ion and decision of the court was based largely upon its deter- 
mination that the evidence showed that the remaining service, 


coupled with service furnished to all but one of the complaining 
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communities by another rail carrier, was adequate to meet reason- 
able public needs, In this case supra, the court said: 

“This Flaxton-Ambrose branch parallels the international 
boundary, running east and west from 3 to 10 miles south of it. 
For about four-fifths of its entire length, or from Crosby down, 
it is closely paralleled on the south by the Great Northern Berth- 
old branch line. The only territory left solely tributary to this 
Soo line is that portion between Crosby and Ambrose, and not 
exceeding 9 miles. A daily passenger service from Crosby to 
Minot and return via Berthold has been maintained, affording 
all residents in this territory very convenient passenger service 
on the Great Northern, the only way to meet which by the Soo 
would necessitate installing a similar return service from Am- 
brose to Minot and return. The receipts from this branch show 
that such competition could but result in added useless expense 
under conditions as they were when this trial was had. The 
long and short of the whole proposition is that in a territory 
capable of sustaining but one line of railroad two have been built, 
and one or both must suffer the consequences of competition for 
territory.” (At p. 445 of P.U.R.1915D.) 

No comparable situation exists in the case under consideration 
here. No railroad line other than that of the applicant, serves 
any of the several intermediate towns on that part of the line 
between Brookings and Watertown. 

[3] We believe it to be a well settled principle of law that a 
rail carrier, having assumed the usual obligations to the public, 
may properly be required to furnish at least a minimum of both 
freight and passenger service without regard to pecuniary loss, 
unless and until the loss assumes such proportions as would 
clearly justify the entire abandonment and dismantling of the 
railroad. 

The supreme court of Minnesota, in State v. Great Northern 
R. Co. 180 Minn. 57, P.U.R.1915D, 467, 153 N. W. 247, Ann. 
Cas. 1917B, 1201, one of the cases cited by applicant, said: 

“Pecuniary loss or profit to the carrier is important, but not 
the only criterion. The question of reasonableness is to be de- 
termined by a consideration of the interests both of the carrier 
and of the public.” (4th headnote). 

P.U.R.1929D. 
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The Supreme Court of the United States in Missouri P. R. 
Co. v. Kansas ex rel. Taylor, 216 U. S. 262, 54 L. ed. 472, 30 
Sup. Ct. Rep. 330, said: 

“There is a difference between the exertion of the legislative 
power to establish rates in such a manner as to confiscate the 
property of a public service corporation, by fixing them below 
a remunerative standard, and one compelling the corporation to 
render a service which it is essentially its duty to perform; and 
an order directing a railroad company to run a regular passenger 
train over its line, instead of a mixed passenger and freight train, 
is not, even if such train is run at a loss, a deprivation of prop- 
erty without due process of law, or a taking of private property 
for public use without compensation; nor is such an order an 
unreasonable exercise of governmental control.” 

A railroad corporation, by the terms of its charter and inde- 
pendently of statute, is charged with the duty of carrying pas- 
sengers as well as freight, and the statutes of this state require 
such carriers to furnish suitable facilities to reasonably accom- 
modate all classes of traffic. 

In People ex rel. Cantrell v. St. Louis A. & T. H. R. Co. 176 
Tll. 512, 524, 525, 52 N. E. 292, 35 L.R.A. 656, the court said: 

“It cannot be said that the carrier of passengers in a car at- 
tached to a freight train is a suitable and proper operation of a 
railroad, so far as the carriage of passengers is concerned. The 
transportation of passengers on a freight train or on a mixed 
train, is subordinate to the transportation of freight, a mere 
incident to the business of carrying freight. To furnish such 
cars as are necessary for the suitable and proper carriage of pas- 
sengers involves the necessity of adopting that mode of carrying 
passengers which is best adapted to secure their safety and con- 
venience. This can be accomplished better by operating a 
separate passenger train than by operating a mixed train.” 

Applicant says upon brief: 

“The question before the Board is whether the discontinuance 
of these trains leaves the communities along this line with reason- 
ably adequate service, considering the character of the com- 
munities, their location, the other transportation facilities afford- 


ed to the people of these communities and adjacent territory by 
P.U.R.1929D. 
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other railroads and improved public highways, and also the 
expense of furnishing the service compared with the revenue.” 

[4] From a careful review of the entire record and all the 
information before us, we are of the opinion and find that the 
service which the applicant herein proposes. to furnish in the 
future, between Brookings and Watertown, viz.: one way freight 
or so-called mixed train each way each business day, is and would 
be inadequate to reasonably meet the needs of the public, and 
that the proposed abandonment of passenger service on that por- 
tion of the applicant’s line between Brookings and Watertown 
is not justified. We, therefore, conclude that the application 
herein should be denied. 

Let an order be entered accordingly. 





CALIFORNIA RAILROAD COMMISSION. 


RE SOUTHERN CALIFORNIA EDISON COMPANY. 
[Decision No. 20782, Application No. 15351.] 


Security issues — Cost of money — Dividends on common stock. 
The Commission will not regard dividends paid on common stock 
issued at par, when the market value of such stock is substantially 
above par, as representing the cost of money obtained through the issue 
of such stock. 
[February 13, 1929.] 


Appiication of utility for authority to issue and sell 
securities ; granted. 
Appearances: Roy V. Reppy and Gail C. Larkin, for appli- 


cant. 


By the Commission: In this proceeding the Railroad Com- 
mission is asked to enter its order authorizing the Southern Cali- 
fornia Edison Company to issue and sell, at par, 256,000 shares 
($6,400,000 par value) of its common capital stock, to its com- 
mon and/or original preferred stockholders, or their assigns, and 
to consolidate the proceeds of the sale with the proceeds from the 
sale of other stock and use the consolidated proceeds for the pur- 


poses herein mentioned. 
P.U.R.1929D 
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In Exhibit “A” attached to the petition, the Southern Cali- 
fornia Edison Company reports its authorized and outstanding 
and subscribed capital stock as follows: 


Class of Stock Authorized Outstanding 
Original preferred stock .... $4,000,000 $4,000,000 
Preferred Series A 7 per cent 30,000,000 26,073,450 
Preferred Series B 6 per cent 50,000,000 48,294,475 
Preferred Series C 53 per cent 45,000,000 25,964,925 
Preferred Series D 5 per cent 21,000,000 
Common stock 100,000,000 66,025,200 
Subscribed preferred stock ......... cece eee ceccces 4,876,075 
Subscribed common stock 5,084,150 





Totals § scccccccees $250,000,000 $180,318,275 


Of the $66,025,200 of common stock reported outstanding, 
the company controls through the ownership of Pacific Light & 
Power Corporation stock $10,836,628, leaving the net amount 
of common stock outstanding at $55,188,572. As of November 
30th, applicant reports its funded debt at $124,214,700, its cur- 
rent liabilities at $18,178,705.20, and its current assets at 
$11,805,003.53. 

Applicant reports that it has expended for new construction as 
of December 31, 1928, approximately $5,184,786.65 which, as 


of January 16, 1929, had not been reimbursed from the proceeds 
of the sale of securities. This does not include the purchase of 
the Ontario Power Company or the Ojai Power Company prop- 
erties at a reported cost of $2,029,765.02. The company’s esti- 
mated construction expenditures for 1929 are reported in its 
Exhibit “H” at $24,160,214 segregated as follows: 


Big Creek construction .. $1,609,000 
Steam plant construction . 5,250,000 
tights of way 1,000,000 
General engineering and research 154,000 
General office building and construction ................005 -- 1,500,000 
Miscellaneous system betterments 14,595,514 
Subsidiary companies .... 51,700 


OE cccscens $24,160,214 
The company’s actual expenditures, for which it has not been 
reimbursed through the sale of securities and its estimated 1929 
construction expenditures, aggregate $29,468,300.65. 
Applicant has been selling stock to its employees and others 
on an installment payment basis. It anticipates that it will re- 


ceive during 1929 from the sale of stock authorized as of De- 
P.U.R.1929D. 
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cember 31, 1928, and from the sale of the stock herein referred 
to, the sum of $10,555,000. 

Applicant asks permission to consolidate the proceeds received 
from the sale of the stock referred to in this application with 
the proceeds from the sale of all other stock, both common and 
preferred, the issue of which the Commission has heretofore 
authorized. It further asks permission to use the consolidated 
proceeds, (1) to reimburse itself for the cost of selling said 
256,000 shares of common stock in an amount not to exceed 25 
cents per share, (2) to reimburse itself for the balance of the 
uncapitalized expenditures reported in Exhibit “G” aggregating 
$5,184,786.65, and (3) to finance extensions, betterments, and 
additions to its properties reported in its 1929 budget, filed in 
this proceeding as Exhibit “H.” 

The company asks permission to offer the 256,000 shares of 
its common stock having a par value of $25 each, to its common 
and/or original preferred stockholders, or their assigns, in pro- 
portion to the number of shares now owned by them. It is pay- 
ing dividends on its common stock at the rate of $2 per share. 
While the order herein will authorize the company to issue the 
256,000 shares of common stock at not less than par, it should 
be understood, however, that if the Commission is hereafter called 
upon to fix applicant’s rates or any of them, it will not regard 
the dividends paid on common stock issued by applicant at 
par when the market value of such stock is substantially above 
par, as representing the cost of money obtained through the issue 
of such stock. 





CALIFORNIA RAILROAD COMMISSION, 


RE NEVADA, CALIFORNIA & OREGON TELEGRAPH 
& TELEPHONE COMPANY. 


[Decision No. 20714, Application No. 14952.] 


Accounting — Revision of balance sheet — Commission approval, 

1. The revising of a balance sheet without securing authorization 

from the Commission so as to reflect a valuation by an engineering firm 

is not in conformity with the uniform system of accounts and such 
P.U.R.1929D. 
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utility will be required to re-enter on its books the values appearing 
therein before the appraisal was recorded, p. 48. 


Accounting — Excess purchase price — Consolidation. 

2. The Commission provided, in authorizing a transfer of utility 
properties, that should the purchaser pay more than the par value of 
stock authorized to be issued it must charge the excess to its surplus 
account or to a suspense account and amortize the same by charges to 
surplus account within ten years, p. 49. 


[January 24, 1929.] 


AppuicaTion by a utility to transfer certain properties and 
by the purchaser thereof to issue stock; approved. 

Appearance: Orrick, Palmer, and Dahlquist, by Hillyer 
Brown, for applicants. 


By the Commission: Applicants in this proceeding ask the 
Railroad Commission to enter its order authorizing the Nevada, 
California & Oregon Telegraph & Telephone Company, herein- 
after sometimes referred to as the Telephone Company, to trans- 
fer its properties, franchises, and business to the Public Utilities 
California Corporation, and permitting the latter to acquire the 
properties, franchises, and business of the former. Applicants 
further ask the Commission to authorize the Public Utilities 
California Corporation to issue and deliver to the Nevada, Cali- 
fornia & Oregon Telegraph & Telephone Company, or its nom- 
inees, $375,000 par value of its common capital stock and to 
assume and agree to pay all of the liabilities and obligations of 
said Nevada, California & Oregon Telegraph & Telephone Com- 
pany at the date of the transfer of the properties. 

The Nevada, California & Oregon Telegraph & Telephone 
Company was incorporated in 1910 under and by virtue of the 
laws of Nevada. In 1914, pursuant to the authority granted in 
Decision No. 1262, dated February 7, 1914 (Vol. 4, Cal. R. C. 
R. 168), it acquired the properties of the California & Oregon 
Telegraph Company and the properties of the California North- 
ern Telephone & Telegraph Company. In 1928, it acquired 
the properties operated under the name of the Bass Telephone 
Lines (Decision No. 20046, dated July 16, 1928). 

The Telephone Company today furnishes exchange telephone 


service, toll telephone service, and telegraph service. The major 
P.U.R.1929D. 
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portion of the company’s exchange property is located in Susan- 
ville and Alturas. It is reported that the Susanville exchange 
consists of a manually operated, common battery, two position 
Federal switchboard, connected with the exchange aerial wire 
through a small amount of underground cable and a considerable 
amount of aerial cable. There are 674 stations with 3 private 
branch exchanges, 2 intercommunicating systems, approximately 
309 poles and 46 miles of exchange aerial wire in this exchange. 
The Alturas exchange consists of a manually operated, common 
battery, two position Kellogg switchboard, connected with the 
exchange aerial wire through a very considerable amount of 
aerial cable. There are 211 stations with approximately 427 
poles and 27 miles of wire in this exchange. In addition to the 
above exchanges, the company has exchange aress at Greenville, 
Crescent Mills, Keddie, Doyle, Ravendale, and Fort Bidwell. 
Small switchboards are located at Cedarville, Constantia, Chester, 
Mineral, Taylorsville, and Montgomery Creek, and switching 
apparatus is provided at many of the toll stations so that con- 
nections may be made with Forest Service and farmers’ lines. 

The toll system of the Telephone Company connects with the 
toll lines of the Pacific Telephone & Telegraph Company at five 
different points, namely, Reno, Nevada; Quincy, Red Bluff, and 
Redding, California, and Lakeview, Oregon. 

The company owns 15,000 poles and approximately 1,300 
miles of wire which are used for toll purposes. Practically all 
through, toll circuits are full metallic, and over 67 per cent of 
all toll wire is copper. The telegraph apparatus is operated by 
the company over its telephone lines from Reno, Nevada, through 
Alturas to Lakeview, Oregon, also over its lines to Red Bluff. 
Connections are made with the Western Union Telegraph Com- 
pany’s system at Reno, Nevada, and at Red Bluff, California. 
All other telegraph business is transacted by telephone. 

The operating revenues of the Telephone Company for 1926 
are reported at $76,726.55, of which $55,260.17 was obtained 
from “message tolls.” For 1927, the operating revenues are 
reported at $85,303.38, of which $62,012.85 was obtained from 
“message tolls.” Figures for the calendar year 1928 are not 
yet available. Applicants in Exhibit No. 3 report the operating 
P.U.R.1929D. 
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revenue for the year ending August 31, 1928, at $92,342.62. 
This exhibit does not segregate the revenue between toll and ex- 
change business. The above figures do not include the revenues 
of the Bass Telephone Lines. 

The income available for interest, dividends, or surplus is, in 
Exhibit No. 3, reported at $27,767.85. The testimony of F. J. 
Keyes, manager of the Public Utilities California Corporation, 
who presented Exhibit No. 3, is so general that one can not 
determine with any degree of accuracy whether his estimate of 
net income is correct. 


Applicants have filed a valuation (Exhibit C) of the properties 
of the Telephone Company including the Bass Telephone Lines, 
prepared by The Loveland Engineers, Incorporated. They sub- 
mit an estimate of the reproduction cost new, reproduction cost 
new depreciated, and the original cost of the properties, as of 
June 30, 1927, and have summarized their estimates as follows: 


Items 


Reprodue- Reproduc- Estimated 
tion Cost tion Cost Original 
New Depreciated Cost 
Intangibles— 
Organization and preliminary expense $12,000 $12,000 $12,000 
Cost of acquiring franchises 4,500 4,063 4,500 
Going concern 38,000 38,000 38,000 
Operating rights and agreements: ; 
Nevada-California Oregon Railway ... 38,750 38,444 38,750 
Fort Bidwell-Willow Ranch lead rights 1,000 1,000 1,000 
Rights on poles of Pacific Gas & Elec- 
tric Company 15,000 15,000 





Total fntam@ibles 2.060 ccvcccsse: $109,250 $108,507 $109,250 


Tangibles— 
Physical properties of: 
Nevada, California & Oregon Tele- 
graph & Telephone Company .... $292,211 $241,583 $246,146 
Bass Telephone Lines 24,958 23,954 


re $319,865 $266,541 $270,100 











Grand total , $429,115 $375,048 $379,350 


The valuation division of the Commission’s engineering de- 
partment has examined the report submitted by The Loveland 
Engineers, Incorporated, and estimates the historical cost of the 
properties undepreciated at $270,178 and the historical cost de- 
preciated at $220,517, segregated as follows: 

P.U.R.1929D. 
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Estimated Historical 
Cost 
Unde- De- 
Item of Property preciated preciated 
Intangible capital— 
Organization ........ $06660s6esencsenne 7 $3,000 $3,000 
Franchises 1,443 
Going concern eecee 
Operating rights: 
Nevada-California-Oregon Railway ee 5,000 
Fort Bidwell-Willow Branch Lead Rights 1,000 
Rights on poles of Pacific Gas & Electric Company 5,000 





Total intangible $15,443 $14,925 
Physical properties including Bass Lines ......... 254,735 205,592 





270,178 $220,517 


There is a substantial difference between the two valuations. 
Upon analysis it will appear, however, that the principal dif- 
ference arises from the assignment of different values to the 
alleged intangible items of property. The suggestion that the 
Telephone Company or its predecessors in interest have expended 
for organization, preliminary expenses, and franchises $16,500, 
the same amount that might be expended today, were the prop- 
erties built new, does not seem reasonable. We will allow for 


such purposes $5,000. The Commission in other decisions in- 
volving the refinancing of properties acquired by Public Utilities 
California Corporation has refused to recognize an alleged going 
concern value as a basis for the issue of securities. The evidence 
submitted in this proceeding does not warrant the Commission 
to find that any going concern value attaches to the property. 


To certain operating rights and agreements The Loveland 
Engineers, Incorporated, have assigned a value of $54,750, and 
the Commission’s engineers a value of $11,000. These figures 
cover three agreements; one with the Nevada-California-Oregon 
Railway, one with the Mt. Shasta Power Corporation, controlled 
through stock ownership by the Pacific Gas & Electric Company, 
and one giving the Telephone Company certain rights on the 
Fort Bidwell-Willow Ranch telephone line. No copy of the last 
named agreement has been filed with the Commission. The 
other two agreements were filed subsequent to the hearing had 
on this application. They grant to the Telephone Company 
certain privileges and impose upon it certain obligations. It 
P.U.R.1929D. 
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appears to us that the values assigned to these agreements, as 
the record now stands, bear no relation to the obligations imposed 
upon the Telephone Company or to the privileges granted to it. 
From the record one can not determine whether the agreements 
are an asset or a liability, and we can not, therefore, place any 
value on the same. If applicants desire to submit additional 
evidence relative to the value of the agreements, we will, if noti- 
fied within thirty days after the date hereof, set this matter down 
for further hearing. 

In its annual report for the year ending December 31, 1927, 
the Nevada, California & Oregon Telegraph & Telephone Com- 
pany reports its assets and liabilities as follows: 


Assets 


Fixed capital installed since December 31, 1912 289,482.67 
Cash and deposits 12,817.53 
Employees’ working funds 716.36 
Due from subscribers and agents 10,040.33 
Miscellaneous accounts receivable 133.95 
Materiais and supplies 5,038.26 
Unmatured interests, dividends and rents receivable 95.67 
Deferred debit items: 

Prepayments 243.86 


Unamortized debt discount and expense 8,290.90 


Total assets ...... ee eT ee $326,859.53 
Liabilities 

Capital stock $57,359.00 
Funded debt ‘ 109,000.00 
Audited vouchers and wages unpaid ° 948.63 
Subscribers’ deposits eoee 158.25 
Miscellaneous accounts payable 492.33 
Matured interest, dividends and rents unpaid 2.40 
Service billed in advance ... ‘ §22.03 
Taxes accrued 1,361.13 
Other accrued liabilities not due 2,178.00 
Reserve for accrued depreciation 67,088.44 
Reserve for amortization of intangible capital—Creditor 7,137.69 
Surplus invested since December 31, 1912 in fixed capital .... 2,785.29 
Surplus invested in sinking funds 13,971.67 
Other surplus reserved 8,462.90 
Corporated surplus unappropriated 55,091.77 


Total liabilities ... $326,859.53 


[1] In Exhibit “A” attached to the petition herein, the assets 
of the Nevada, California & Oregon Telegraph & Telephone 
Company as of June 30, 1928, are reported at $481,059.53. The 
fixed capital account was increased from $289,482.67 on De- 


cember 31, 1927, to $480,217.82 on June 30, 1928. From the 
P.U.R.1929D. 
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evidence it appears that the company revised its balance sheet 
to reflect the valuation of its properties by The Loveland Engi- 
neers, Incorporated. This was done without any authorization 
from the Railroad Commission, and in our opinion is not in 
conformity with the uniform system of accounts prescribed for 
telephone companies by this Commission. The order herein will 
require the Telephone Company to re-enter on its books the 
values appearing therein before The Loveland Engineers, Incor- 
porated, appraisal was recorded. If the properties of the Tele- 
phone Company are eventually transferred to the Public Utili- 
ties California Corporation, that company must record the same 
at a figure not in excess of the amount of stock authorized herein 
plus the accrued depreciation. 

Under the terms of an agreement dated July 20, 1927, W. B. 
Foshay Company acquired the stock of the Nevada, California 
& Oregon Telegraph & Telephone Company. The Commission 
is informed that they paid $245,354.34 for the stock and that 
the company’s bonds have been retired at a cost of $115,956.92, 
making a total of $361,311.62. In addition it is reported that 
the legal, advertising, and appraisal expenses were more than 
$15,000. 

[2] We have considered the evidence submitted in this pro- 
ceeding and believe that the transfer of the properties of the 
Nevada, California & Oregon Telegraph & Telephone Company 
to the Public Utilities California Corporation should be author- 
ized. We find that the historical cost new of the properties, ex- 
clusive of any value assigned to the three operating agreements 
referred to above as of June 30, 1928, to be $259,735 and the 
historical cost less depreciation to be $210,074. The order herein 
will authorize the Public Utilities California Corporation to issue 
$210,100 of stock in payment for the properties. If the Com- 
mission hereafter finds any value that should be assigned to the 
three operating agreements it will authorize the issue of ad- 
ditional stock. If Public Utilities California Corporation ac- 
quires the properties it may charge to its fixed capital accounts 
as of June 30, 1928, not more than $259,735, offset by $210,100 
of stock and $49,635 of accrued depreciation. If it pays for 


the properties and business of the Telephone Company more than 
P.U.R.1929D. f 
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the par value of the stock herein authorized to be issued, it must 
charge the excess to its surplus account or to a suspense account 
and amortize the same by charges to its surplus account within 
ten years after the date of this order. 

The Public Utilities California Corporation asks permission 
to assume and agree to pay all of the liabilities and obligations 
of the Nevada, California & Oregon Telegraph & Telephone 
company at the date of the transfer of the properties. The Tele- 
phone Company’s balance sheet as of June 30, 1928, shows cur- 
rent liabilities of $18,655.02 and accrued liabilities of $1,807.77. 
There is nothing in the record to show the amount of the lia- 
bilities of the Telephone Company at this date. Before granting 
the purchaser permission to assume all of the liabilities and 
obligations of the Telephone Company as part consideration for 
the properties, we believe that the Commission should be fur- 
nished with a recent balance sheet of the Telephone Company 
showing the amount of the current assets and liabilities of such 
company. 





UNITED STATES CIRCUIT COURT OF APPEALS, 
THIRD CIRCUIT. 


BOARD OF PUBLIC UTILITY COMMISSIONERS OF 
NEW JERSEY 
v. 
PLAINFIELD-UNION WATER COMPANY. 
[No. 3891.] 
(30 F. (2d) 859.) 
Commissions — Costs on appeal. 

The Board of Public Utility Commissioners is an unincorporated 
group of officers appointed by the state to perform certain administra- 
tive duties without being paid specific funds therefor, and may not be 
charged with costs by a utility which has been successful in prosecuting 
an appeal in Federal Court to prevent such Board from enforcing a 


certain order. 
[January 18, 1929.] 


Apprat by the Board of Public Utility Commissioners from 
a decree of the District Federal Court sustaining a suit by a 


water utility to enjoin the enforcement of certain rate orders by 
P.U.R.1929D. 
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the Board; decree of lower court modified and affirmed. See, 
also, 30 F. (2d) 846, P.U.R.1929D, 3. 

Appearances: John O. Bigelow, of Newark, for appellant; 
Frank Bergen, of Newark, for appellee. 

Before Buffington, Woolley, and Davis, Circuit Judges. 


Buffington, Circuit Judge: In this case the Plainfield Water 
Company brought a bill in equity against the Public Utility 
Commissioners of New Jersey to enjoin them from putting in 
force certain proposed water rates. The court called to its aid 
Charles Lynch, former United States District Judge, and ap- 
pointed him master to hear the testimony and report the facts, 
which he did. The matter was largely one of valuation of a 
waterworks system. Basing his general procedure on the lines 
followed by the master and subsequently approved by the court 
in a water case embodying the same general features and re- 
ported in Middlesex Water Co. v. Public Utility Comrs. (D. C.) 
10 F. (2d) 519, P.U.R.1926C, 707, Judge Lynch marshaled the 
facts and prepared a report of high merit. His conclusion was 
that on the valuation he made the rates proposed were con- 
fiseatory. Exceptions to his report were heard by an experienced 
judge of the New Jersey district, where these water rate ques- 
tions are of common occurrence. He re-examined the matter, 
and affirmed Judge Lynch’s report, and awarded an injunction. 

We have heard and duly considered the objections made to 
the report and its confirmation, and after a thorough investiga- 
tion of the subject we find ourselves in entire accord on the law 
and findings of fact with what was done in the court below. We 
are constrained, however, to modify the decree in respect to 
costs in the trial court there charged against the Public Utility 
Commissioners. That body is an unincorporated association of 
individuals ajpointed by the state of New Jersey to perform 
certain state functions and carry out certain state policies. It 
is wholly without funds, except such as are from time to time 
supplied it by state appropriations for specific expenditures.* The 
members of the body do not act as individuals, and, therefore, 
are not personally liable for costs. Nor, under the established 
rule, is the state, when sued without its consent, chargeable with 
P.U.R.1929D. 
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costs. Yet, as the state has set up a governmental instrumen- 
tality which, from its very nature, brings it constantly into the 
courts, where as a litigant it asserts and defends its rights 
against its citizens, we think it highly probable that the state, 
through the legislature, might desire to meet what seemingly is 
a moral obligation, by making the necessary appropriation. 
Therefore, we make a finding that the costs in this case, both 
below and on appeal, are, so far as they have been taxed and 
when the small balance is properly taxed, correct in amount. 

The decree, when modified by relieving the Commissioners of 
payment of costs, is affirmed. 





UNITED STATES SUPREME COURT. 


ST- LOUIS-SAN FRANCISCO RAILWAY COMPANY 
v. 


ALABAMA PUBLIC SERVICE COMMISSION et al. 
[No. 568.] 


(— U. S. —, — L. ed. —, — Sup. Ct. Rep. —.) 


Interstate commerce — Power of State Commission — Discontinuance 
of train service. 

1. An interstate railroad is required to obey a state statute direct- 
ing it to apply to the State Commission before discontinuing certain 
train service where no constitutional right is prejudiced by so doing, 
where no emergency exists requiring immediate action, and where no 
serious financial loss would be incurred by the slight delay involved, 
p. 54. 

Fines and penalties — Failure to obey Commission order — Inter- 
state commerce. 

2. The failure of a railroad to obey a statute requiring it to apply 
to the State Commission before discontinuing service does not justify 
exposing it and its officers and employees to severe and unreasonable 
penalties prescribed by statute, p. 54. 


[May 20, 1929.] 


Apprat by a railroad from decision of the district court re- 
fusing to enjoin except by a temporary restraining order the 
enforcement of certain laws by the Alabama Public Service 
Commission; decree vacated and restraining order continued 


pending certain proceedings. 
P.U.R.1929D. 
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Mr. Justice Brandeis delivered the opinion of the Court: 
Section 9713 of the Code of Alabama (1923) prohibits a rail- 
road from abandoning “any portion of its service to the public 

unless and until, there shall first have been obtained from 
the [Public Service] Commission a permit allowing such aban- 
donment.” Very severe penalties, including punishment of offi- 
cers, agents and employees, are prescribed in case the abandon- 
ment is willful. §§ 9730, 9731, 5350, 5399. Without obtaining 
such permission or applying therefor, the St. Louis-San Francisco 
Railway discontinued two interstate trains by means of which it 
had long furnished intrastate service between several cities and 
towns in Alabama. Then it brought, in the Federal Court for the 
middle district of that state, this suit against the Commission, the 
Attorney General and other officials, to enjoin the commencement 
of proceedings to enforce the penalties prescribed. An applica- 
tion for an interlocutory injunction, heard before three judges 
under § 266, was denied, 27 F. (2d) 893, P.U.R.1928E, 613. 
A restraining order, issued upon the filing of the bill, was con- 
tinued in force pending the determination of this appeal. 

The bill alleges that the operation of the interstate trains by 
which the intrastate service had long been furnished had involved 
the carrier in losses; that the service still furnished by other 
trains is adequate to supply the reasonable needs of the commu- 
nities; that, upon learning of the discontinuance of the service, 
the Commission demanded that it be restored, without first hear- 
ing the carrier ; that if § 9713 is construed as required the carrier 
to obtain the Commission’s permission before discontinuing in- 
trastate scrvice rendered by means of an interstate train, or as 
prohibiting such discontinuance although an unreasonable burden 
is thereby imposed upon the carrier, the statute violates the com- 
merce clause of the Federal Constitution; that if construed as 
requiring, without a prior hearing, reinstatement of the service 
so discontinued, it violates also the due process clause; and that 
the matter in controversy exceeds the jurisdictional amount. The 
prayers are for an injunction against enforcing any penalty for 
discontinuance of the service or for failure to reinstate the same; 


and for a declaration that the statute, if construed as stated, is 
P.U.R.1929D. 





54 UNITED STATES SUPREME COURT. 


void under the Federal Constitution. The answer denies many 
of the allegations of the bill. 

[1] The railway contends that it had no way of testing the 
constitutionality of the statute, otherwise than by this suit. It 
urges that if it had applied to the Commission for permission to 
discontinue the service, it would have thereby recognized its 
jurisdiction; and that since the Commission did not, before di- 
recting reinstatement of the service, issue any order to the carrier 
to appear, there was no action by the Commission which could 
form the basis for a review in courts of the state. We have no 
occasion to consider the issues of fact or to determine whether 
the Alabama statute if construed as suggested is obnoxious to the 
Federal Constitution. Upon facts admitted it is clear that the 
earrier should not have discontinued the intrastate service with- 
out first applying to the Commission for permission. No con- 
stitutional right could have been prejudiced by so doing. No 
emergency existed requiring immediate action. And no serious 
financial loss would have been incurred by the slight delay in- 
volved. Western & A. R. Co. v. Georgia Pub. Service Commis- 
sion, 267 U. S. 493, 496, 69 L. ed. 753, P.U.R.1925D, 100, 45 
Sup. Ct. Rep. 409; Lawrence v. St. Louis-S. F. R. Co. 274 U. S. 
588, 595, 71 L. ed. 1219, P.U.R.1927D, 781, 47 Sup. Ct. Rep. 
720. 

[2] The past failure of the railway to apply for leave to dis- 
continue the service does not, however, justify exposing it, and 
its officers and employees, to the severe penalties prescribed by 
the statute. It may be that, upon full presentation of the facts, 
the Commission would find that to continue the service would 
subject the carrier to an unreasonable burden; or the carrier may 
suggest some satisfactory substitute for the specific service now 
demanded of it. The Commission should give to the railway the 
opportunity of presenting the facts; and if an application is 
made promptly, the matter should be determined by the Com- 
mission without subjecting the railway to any prejudice because 
of its failure to ask leave before discontinuing the service. Com- 
pare Lawrence v. St. Louis-S. F. R. Co. 278 U. S. 228, 73 L. ed. 
—, 49 Sup. Ct. Rep. 106. To this end the decree will be 


vacated ; and the restraining order will be continued. Compare 
P.U.R.1929D. 
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Ohio Oil Co. v. Conway, 279 U. S. —, 73 L. ed. —, 49 Sup. Ct. 

Rep. 256. If after such hearing the Commission insists that the 

service objected to be restored, further proceedings appropriate 

to the situation may be had in the cause in the District Court. 
Decree vacated. 
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DEPARTMENT OF PUBLIC WORKS OF 
WASHINGTON et al. 
v. 
PACIFIC POWER & LIGHT COMPANY. 
[No. 5689.] 


Rates — Comparisons — Contract between utilities. 

1. A fair comparison of contracts fixing rates for service between 
utilities is practically impossible as, like many other legal instruments, 
the difference in one or more clauses places the instruments on an 
entirely different basis, p. 56. 

Rates — Reasonableness — Contract between utilities. 


2. A few of the many important features entering into a deter- 
mination of rates to be charged by contract for service between utilities 
are the type of business, the date and length of the contract, the size 
and character of the load, whether it is power or energy to be pur- 
chased, necessary load expenditures, size of the peak load factor, and 
distance of transmission, p. 56. 


Rates — Contract between utilities — Electricity. 

3. The utility selling power by contract to another utility should 
receive the fixed charges on all equipment necessary to furnish the 
amount of power required and, in addition, should receive an amount 
equal to the operating expenses to generate the energy used by the 
purchaser, p. 57. 

Electricity — Cost of production — Comparison of plants. 

4. A utility producing a high quantity of energy or maintaining a 
very high load factor is able to produce a large number of kilowatt 
hours for a cost very little greater than the cost to another utility 
which produces a very few kilowatt hours from the same type and the 
same size of equipment, p. 58. 

Depreciation — Percentage allowance — Reduction by utility. 

5. Because of changed conditions and the fact that a utility itself 
had seen fit to reduce its own depreciation rate, the Commission reduced 
its former allowance of 34 per cent of the value of an electric plant to 
3 per cent of the value thereof, p. 60. 
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Rates — Electricity — Advertising lighting. 
6. The rate for advertising lighting was changed in form so that 
large users could obtain cheaper rates, p. 61. 


Valuation — Working capital — Electric utility. 

7. An allowance of $295,830.19 was made for working capital and 
supplies of an electric utility otherwise having a rate base fixed at 
$6,958,908.22, p. 63. 

[April 30, 1929.] 


Comptarnt by a city against electric rates; rates adjusted. 


By the Department: This matter came on regularly for 
hearing at Yakima, Washington, on the 30th day of July, 1928, 
pursuant to notice duly given to all parties, before John C. 
Denney, Director, and C. Rea Moore, Supervisor of Public Utili- 
ties, the Department being represented by H. C. Brodie, Assist- 
ant Attorney General. 

The parties were represented as follows: 

Appearances: Hugh M. Caldwell and John P. Lycette, At- 
torneys, Seattle, and Kenneth Harlan, Public Utility Engineer, 
Tacoma, for complainant; John A. Laing, Vice-President and 
General Attorney, Portland, Oregon, and Hance H. Cleland, of 
Cleland and Clifford, Attorneys, Olympia, for respondent. 


Operating Expenses. 
Contracts. 

[1] Considerable testimony was presented relating to the rea- 
sonableness of the cost of power and energy, under contracts, as 
purchased by one utility from another. A number of contracts 
between various utilities were used as a comparison with the con- 
tract existing between the Washington Water Power Company 
and the respondent. <A fair comparison of contracts is practically 
impossible as, like many other legal instruments, the difference 
in one or more clauses places the instruments on an entirely dif- 
ferent basis. 


[2] A few of the many important features entering into the 
determination of rates to be charged for power and energy are 
the type of business, the date and length of the contract, the size 
and character of the load, whether it is power or energy pur- 
chased, the expenditure made necessary to handle the load, the 


size of the peak placed upon the utility’s system, the load factor, 
P.U.R.1929D. 
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the distance of transmission, et cetera. No two of the contracts 
under study have the same features. 

The contract of the respondent company with the Washington 
Water Power Company is for the purchase of power delivered at 
various points on the system of respondent. It is a firm power 
contract with a minimum varying from year to year, the amount 
in 1927 being 16,000 kilowatts. The cost of this power is $2.792 
per kilowatt per month with a charge of three mills for energy 
in excess of 60 per cent annual load factor. The original firm 
power contract was dated June 10, 1920, but was revised and 
superseded by a contract made effective January 1, 1926. This 
revised contract merely extended the life of the agreement and 
resulted in the exchange of more kilowatt years for the same 
amount of money. 

The contract between these companies was made necessary by 
the lack of power sites within the Yakima-Walla Walla district 
that could be economically developed. During the years from 
1918 to 1920, the need for power became acute. In order to 
assure the availability of an increasing amount of power, the 
Washington Company agreed to maintain and supply the neces- 
sary amount to the Pacific Company. According to the testi- 
mony presented, all practical methods of obtaining power and 
energy from new hydro-development and from other plants al- 
ready in operation were considered and proved to be more expen- 
sive than purchasing the necessary power from the Washington 
Company. The Department believes that the Pacific Company 
entered into this contract after giving due consideration to all 
matters pertaining thereto and exercised what it believed to be its 
best business judgment. 

[3] The Department also believes that the Washington Water 
Power Company entered into this contract in good faith deliver- 
ing a positive source of power at three different points of deliv- 
ery, thus assuring dependable service to the customers of the 
Pacific Company. It has been necessary for the Washington 
Company to construct transmission lines, install generating 
equipment, and maintain and operate all necessary apparatus to 
be in a position to furnish continuously a specified amount of 
power to the Pacific Company and its customers. The Washing- 
P.U.R.1929D. 
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ton Company should receive the fixed charges on all equipment 
necessary to furnish this amount of power and, in addition, 
should receive an amount equal to the operating expenses to 
generate the energy used by the purchaser. The total expense 
consists mainly of fixed charges and overhead costs. Consequent- 
ly, the cost of such firm power should be based upon the cost to 
maintain and furnish this power whether or not the purchaser 
has occasion to use any of the energy. 

The annual unit cost of power purchased under the various 
power contracts mentioned by the complainant is as great or 
greater than the unit cost of power to the respondent. If the 
power purchased or the energy used by the respondent company 
was charged for at rates set out in the various contracts men- 
tioned by the complainant, excepting contracts for certain rail- 
way companies operating in the vicinity of Spokane, the annual 
billing would have been approximately the same as it is at 
present. The necessity for the construction of transmission lines 
and the improbability of a municipality selling such a large block 
of firm power on peak makes the city of Tacoma energy rates an 
unreasonable basis for comparison. 

The Department, at this time, can see no reason for canceling 
or modifying the contract for firm power now existing between 
the Pacific Power & Light Company and the Washington Water 
Power Company. 


Other expenses. 

[4] The expenses incurred by either steam or hydro-generat- 
ing systems, when producing no energy, might be approximately 
the same for plants similarly situated. As the amount of energy 
produced increases, the operating and maintenance expenses also 
increase, but at a less rapid rate. It can be seen, therefore, that 
a utility producing a large quantity of energy or maintaining a 
very high load factor will be able to produce a large number of 
kilowatt hours for a cost very little greater than the cost to an- 
other utility which produces a very few kilowatt hours from the 
same type and the same size of equipment. The fact that the 
periods of excess maintenance and deferred maintenance, as a 


rule, do not correspond among companies is another consideration 
P.U.R.1929D. 
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that must be kept in mind when passing upon the reasonableness 
of operating expenses of one utility as compared to another. One 
utility may defer considerable maintenance for one, two, or three 
years, and then find it necessary to meet the expense of excess 
maintenance for another period of years. The locality and the 
type of the generating plants have a bearing upon the operating 
cost as well as upon the maintenance cost, and for this reason it 
is a difficult procedure to compare these expenses among utilities. 

The operating expenses of the Pacific Company’s generating 
plants are higher than those of the Washington Water Power 
Company and the Northwestern Electric Company. Neverthe- 
less, the locality, the size of the load, and the type of load provide 
reason enough for this difference. 

The operating ratio, that is, the ratio of the operating expenses 
to the operating revenues, is higher for the Pacific Company than 
for the other large utilities operating in this state. This is un- 
doubtedly due to the fact that since the Pacific Company must 
purchase the bulk of its power, the cost of such power is included 
in the operating expenses. The other companies mentioned in- 
clude in operating expenses that portion of power cost as is 
incurred in their generating and transmission divisions. The 
fixed charges, overhead, and interest upon all generating equip- 
ment does not come within consideration for these utilities as it 
does with the Pacific Company. The cost of power purchased 
by the latter company includes the overhead and fixed charges 
upon 16,000 kilowatts of the Washington Water Power Com- 
pany’s generating equipment. A company purchasing all or ap- 
proximately all of its power will have considerably higher oper- 
ating ratio than a company purchasing none of its power. The 
fact that the Pacific Company purchases the bulk of its energy to 
serve its Washington patrons, and generates energy to serve its 
Oregon patrons is one reason why the operating ratio for Oregon 
is lower than it is for the Washington portion of the company’s 
system. The operating ratio is a guide to conditions existing on 
the system of a particular utility as between periods, but can 
hardly be used as a measure of efficiency between companies op- 


erating under quite different circumstances. 
P.U.R.1929D. 
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Depreciation. 

[5] At a previous hearing in this cause, the Department set 
the rate of depreciation as 34 per cent of the average plant value. 
This was based upon a thorough examination of all evidence and 
was considered to be sufficient to take care of plant retirement 
and depreciation accruing upon the property at that time. How- 
ever, it appears from the testimony submitted by parties at this 
rate hearing that the respondent is not accruing a reserve for 
depreciation at a rate of 34 per cent but ic using a figure of lesser 
value. Due to changed conditions and because of the fact that 
the utility itself has seen fit to reduce its own depreciation rate, 
the Department now believes that a rate of 3 per cent of the 


average plant value is sufficient to care for the accruing plant 


depreciation and retirement. 

Depreciation to the extent of 3 per cent must also be allowed 
for property leased from the Inland Power & Light Company. 
Statement of Operating Income and Rate of Return. 

Below is set out a statement of operating income and rate of 
return for the respondent for the years 1925, 1926, and 1927. 
The figures of operating expenses, depreciation, taxes, and un- 
collectible accounts for the system include corresponding amounts 
for the leased Inland Power & Light Company’s properties be- 
cause of the fact that such properties, operated by the Pacific 
Power & Light Company to render service in the Yakima-Walla 
Walla District, were considered in the valuation order of this 
same date as rented property and, consequently, omitted from the 
respondent’s rate base. The rate of return has been computed 
with a 3 per cent rate of depreciation but does not take into con- 
sideration the amount of revenue reduction which would result 
from the application of this order. The rate base used is the 
average plant value for each year, based upon the revised values 
for plant and working capital as determined in the valuation 
order of this date. These statements are not true representations 
of the conditions existing in 1925, 1926, or 1927, as the elimina- 
tion of property which is not used or useful cannot be made retro- 
active. However, they provide a more accurate basis upon which 
the Department may gauge the future rate of return of the re- 


spondent. 
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1925 1926 1927 


Operating revenues $1,645,836.58 $1,819,455.28 $1,792,197.20 
Deductions from revenues: 

Operating expenses $893,484.29 $883,691.60 $1,023,705.28 
Depreciation (3%) 186,647.60 204,121.39 215,725.51 
Taxes 93,715.84 127,986.06 133,935.39 
Uncollectible accounts 7,717.08 8,445.22 14,694.15 





Tetal deductions $1,181,564.81 $1,224,244.27 $1,388,060.33 
Operating income $464,271.77 $595,211.01 $404,136.87 
Average plant value $6,032,795.12 $6,415,837.12 $6,799,065.29 
Working capital 288,040.60 279,260.90 295,830.19 





Rate base $6,320,835.72 $6,695,098.02 $7,094,895.48 
Rate of return annually 7.35% 8.89% 5.70% 


Rates. 


The Department believes that certain changes in the rate 
forms of the Pacific Company will work to the advantage of all 
customers in this district. It believes that by eliminating the 
residential lighting schedules A-1 and A-2 and by including these 
customers under the combination schedules AK-1 and AK-2 the 
utility’s tariffs will be simplified and certain of its operating 
expenses reduced. This change will shorten the first block on 


the lighting rate in the large cities and will also provide a reduc- 
tion in the billing to all customers using energy beyond the first 
step of the schedule. They will in no way increase the bill of 
any customer. 


[6] There are several large commercial light and power users 
that should receive the benefit of a rate below 3 cents; likewise, 
the rate for advertising lighting should be changed in form so 
that large users could obtain cheaper rates. The utility now has 
in effect a low rate for commercial cooking business that should 
be made applicable to the Yakima-Walla Walla district. 

The utility’s power rates and its combination domestic rates 
appear to be fair. The irrigation rates applicable in this district 
are lower than the corresponding rates of any other utility oper- 
ating within the state. 


Saving Since 1923. 
Since 1923, or at a date approximating the institution of the 
Yakima-Walla Walla rate complaint, the respondent company 


has made several reductions in its electric rates. 
P.U.R.1929D. 
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According to the testimony of the complainants, the average 
cost of residential lighting for the Yakima-Walla Walla system 
has decreased approximately 42 per cent during the period from 
1923 to 1927. The commercial lighting rates have been reduced 
32 per cent for the same period. Likewise, the reduction in the 
average cost for general power has been 25 per cent. Recom- 
puting these percentages from the complainants’ exhibits shows 
that, actually, the residential rate was reduced 43 per cent, the 
power rate 14 per cent, the commercial rate 32 per cent, and the 
miscellaneous service 15 per cent. 

As pointed out in the valuation order of this date, the Depart- 
ment has, since 1924, reduced the respondent’s rate base by an 
amount of over one million dollars. The reduction of the value 
to such an extent would make necessary certain reductions in 
rates. These reductions, however, have been accomplished on 
the initiative of the respondent company, and, consequently, have 
been lowered without the necessity of orders from this Depart- 
ment. The amount of the rate reduction and the saving to the 
customers of the Yakima-Walla Walla district has been more 
than $1,900,000 since 1923, based upon figures contained in the 
complainant’s Exhibit No. 7. Likewise, the annual saving to 
these customers has increased annually to an amount of more 
than $800,000 for the year of 1927. 

When the rates included in this order are placed in effect, the 
saving to the customers of the Pacific Power & Light Company 
will be still greater. 

Having considered all the testimony and exhibits introduced 
in this case and being fully advised in the premises, the Depart- 
ment makes and enters the following findings of fact and order. 


Findings of Fact. 
I 


That these proceedings were instigated by the filing of a com- 
plaint by the city of Walla Walla on May 16, 1924. This com- 
plaint was amended to cover the entire Yakima-Walla Walla 
district by the Department in July, 1924. The city of Walla 
Walla amended its complaint in December, 1924. During the 


months of May and June, 1925, the intervening cities filed com- 
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plaints joining in the amended complaint of the city of Walla 
Walla. A hearing on the valuation of these properties was held 
in August, 1925, and an order relative thereto was issued Decem- 
ber 31, 1925, P.U.R.1926B, 837. Due to litigation in the court, 
the rate hearing was not held until July, 1928, at which time 
testimony was taken relative to bringing the value in the 1925 
order down to December 31, 1927. 


II 


[7] That the Department in this same proceeding made and 
entered its order fixing, as of December 31, 1927, the sum of 
$6,958,908.22 as the fair value for rate-making purposes of the 
respondent’s property used and useful in rendering electric serv- 
ice in the Yakima-Walla Walla district of the state of Washing- 
ton, fixing as of the same date the sum of $295,830.19 as a 
reasonable allowance for working capital and supplies, and mak- 
ing as of that date the sum of $7,254,738.41 the rate base upon 
which the respondent is entitled to earn a reasonable rate of 
return. 


III 


That the contract agreement between the respondent and the 
Washington Water Power Company was entered into in good 
faith by both parties, and was and still is to the interest of the 
consumers in the Yakima-Walla Walla district. 

That the cost of such firm power is reasonable when due con- 
sideration is given to the cost of power to other customers, the 
several points of delivery of such firm power, and the respon- 
sibility of the Washington Water Power Company to furnish at 
any and all times a reliable source of power. 


IV 


That other operating’ expenses do not appear to be unreason- 
able for the territory served. 


V 


That the rate of depreciation of 34 per cent is more than 


sufficient to cover the depreciation of the respondent’s property 
P.U.R.1929D. 
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and to cover the retirement of plant and that 3 per cent appears 
to be reasonable at this time. 
VI 

That the rate of return for the years 1925, 1926, and 1927, 
when using the actual revenues and a 3 per cent rate of deprecia- 
tion, amounted to 7.35 per cent, 8.89 per cent, and 5.70 per cent, 
respectively, based upon the reduced plant value and allowance 
for working capital. 


VII 


That the tariff schedules herein set forth will work to the 
benefit of both the respondent company and its customers: [sched- 
ule omitted]. 

VIII 


That subsequent to the filing of complaint in this proceeding 
the respondent company has affected certain reductions in rates 
in the Yakima-Walla Walla district. 


IX 


That page one of complainants’ Exhibit No. 7 shows, and the 
fact is confirmed by the respondent company, that subsequent to 
the filing of complaint the respondent company has reduced rates 
covering residential service from an average of 7.9605 cents to 
4.5149 cents per kilowatt hour, or an average of 43 per cent 
saving to the consumers of electrical energy. 

That the respondent company has reduced rates during the 
same period covering commercial service from an average of 
9.4065 cents to 6.3683 cents per kilowatt hour, or 32 per cent 
saving to the consumers of electrical energy. 

That the respondent company has reduced rates during the 
same period covering power service from an average of 2.029 
cents to 1.7422 cents per kilowatt hour, or a 14 per cent saving 
to the consumers of electrical energy. 

That the respondent company has reduced rates during the 
same period covering miscellaneous service from an average of 
3.6374 cents to 3.0962 cents per kilowatt hour, or a 15 per cent 


saving to the consumers of electrical energy. 
P.U.R.1929D. 





